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a ot Wilh cali of the 
Whxican Piso 


By i ae 


On July 21, 1948, Ramon Beteta, Minister of Finance in the 
Mexican government, announced that on the following day the 
Bank of Mexico, the central bank, would suspend sale and pur- 
chase of foreign exchange. Thus, by simply withdrawing from 
the foreign exchange market, the Mexican government allowed 
the peso to depreciate from the old rate of 4.85 pesos to the 
dollar, which had prevailed since the signing of the Mexican- 
American Stabilization Agreement in 1941, to a rate between 
six and seven pesos per dollar. Simultaneously, the Mexican 
authorities announced that conferences with the International 
Monetary Fund were in progress and that eventually a new rate 
would be set and stabilized. 


Shortly thereafter the Bank of Mexico was authorized to 
engage in free market transactions and the rate was kept at 
between 6.85 and 6.95 from October, 1948, until the middle of 
February of this year. On February 16th the value of the peso 
dropped precipitously to about 7.25, owing, it was declared, to 
the effect upon public psychology of the announcement that 
South Africa would sell gold for non-monetary purposes at 
$38.20 rather than $35.00 per ounce. It was said that the public 
had confused the price of gold with that of dollars and had 
responded by purchasing dollar exchange until the peso fell.’ 


* Miss Tanner is a graduate student at the University of California, 
Berkeley, California. 
1 El Mercado de Valores, February 21, 1949, p. 1. 
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The rate soon rallied and since February 19 it has remained at 
about seven pesos per dollar. The incident is illustrative of 
the instability attending the dollar-peso rate despite the opera- 
tions of the Bank of Mexico and suggests the possibility that 
the peso is actually not strong enough to be stabilized at better 
than 7.00. 

In withdrawing from the exchange market the Mexican gov- 
ernment was acting in response to a balance of payments crisis 
which came to a climax in the spring of 1948. But the crisis, a 
result of overimportation fostered by postwar inflationary pres- 
sures within the country, had been long brewing and, in fact, 
had seemed imminent in the spring of 1947. Minister Beteta 
himself, in a speech to a convention of Mexican bankers in April 
1947, spoke of the dangers of the current inflation, saying: 

It would seem at first glance that the government should be 
able to seek in a modification of the exchange rate the 
adjustment between the internal purchasing power of our 
money and that of the dollar. If this were so, the protec- 
tion of national industry would be automatic, imports would 
decrease, exports would be stimulated and our balance of 
payments would be changed from a negative to a positive 
one.* 
Beteta went on to point out the disadvantages of exchange de- 
preciation but the implications were clear. It is not surprising 
that during that spring there were rumors of a capital flight. 
The gold holdings of the Bank of Mexico fell from 141 million 
dollars to 97 millions in the two months from the end of May to 
the end of July, 1947.2. The Mexican government denied the 
reports of an American newspaper that approximately 40 million 
dollars of Mexican funds had fled to the United States and 
claimed that the funds had actually gone for the purchase of 
capital equipment.‘ In any event, although such rumors were 
not likely to strengthen the faith of Mexican capital in the sta- 
bility of the currency, there was no capital flight of sufficient 
magnitude to induce monetary devaluation at that time. Other 
attempts were made to correct the balance of payments disequi- 


2 Ibid., April 21, 1947, p. 7. 
3 International Financial Statistics, November, 1948, pp. 90-91. 
4 El Mercado de Valores, April 7, 1947, p. 2. 
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librium first, and it was not until the failure of these measures 
became manifest a year later that the government employed 
devaluation. 


A balance of payments crisis in the postwar period has not, 
of course, been uniquely Mexican. In Latin American countries 
monetary and price inflation was the typical experience during 
the war. For many of them the principal cause was the war- 
time export boom combined with inability to obtain imports. 
In most of these countries the export industries provide a signifi- 
cant share of national income whereas a large part of consumer 
income is spent on imports. Domestic industry often depends 
to a great degree upon imported material and equipment so that 
it was difficult to expand the supply of domestically produced 
consumer goods. Not only were business and personal incomes 
directly increased through export expansion, but the influx of 
gold and foreign exchange encouraged further credit expansion. 
The combination of circumstances gave rise to the paradoxical 
situation wherein currencies depreciated greatly in terms of 
internal purchasing power and yet there was no depreciation in 
their exchange values. In fact there were those who argued 
that these currencies should be appreciated to lessen the pressure 
upon the export industries and hence the inflationary pressures 
on the domestic economies. 


In the postwar period, the situation was reversed. As ship- 
ping space became available and supplies could be had from the 
United States, imports increased rapidly, and the trade balance 
shifted from a positive to a negative one. The deficit was met 
out of the holdings of gold and foreign exchange accumulated 
during the war. These foreign exchange resources, however, 
did not go as far as had been expected by the Latin American 
countries owing to the inflation which promptly developed in 
the United States. With their balance of payments under the 
pressure of ever-increasing importations and their gold and 
dollar exchange rapidly vanishing, the “dollar shortage” prob- 
lem was soon full-blown and governments were and are com- 
pelled to solve it. 


The postwar balance of payments problem of Mexico is that 
of Latin America as a whole, and in fact most of the world, but 
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the causes of the inflationary pressures giving rise to it are not 
entirely the same. Certainly for Mexico the wartime inflation 
was not solely a result of an excess of exports. A far more 
important cause has been the economic development and indus- 
trialization movement of recent years, the methods by which it 
has been financed, and the failure of the Mexican government, 
in its anxiety to encourage industrialization, to cope adequately 
with inflationary pressures. Overimportation, arising from 
inflation and from the economic development program, has been 
the principal cause of Mexico’s postwar balance of payments 
difficulties. 


Only in the two war years 1942 and 1943 did Mexico have an 
export trade balance. In 1944 there was an excess of imports 
over exports amounting to almost 75 million dollars and in 1945 
the deficit was 90 millions. In 1946 imports were accelerated to 
the extent that the deficit amounted to 255 million dollars, and 
in 1947, according to the Bank of Mexico’s annual report pub- 
lished early in 1948, it reached 288 million dollars.5 The mount- 
ing deficit bears witness to the fact that during these years 
increasing exports did not keep pace with imports. Exports 
valued at 211 million dollars in 1943, were 77 per cent greater 
in 1947, but imports in the same five-year period soared to a 
figure 273 per cent higher than the 1943 value of 177 million 
dollars. The high point of the ratio of imports to exports was 
reached in August, 1946, the period at which the ratio of Mexi- 
can prices to prices in the United States were also the highest. 
At that time merchandise imports were 276.5 per cent of exports 
whereas in January, 1943, they had been only 73 per cent of 
exports. 


The trends leading directly to the devaluation are apparent 
from the balance of payments statement which Mexico has begun 
to formulate for the International Monetary Fund. The two net 
deficit items during 1946 and 1947 were on account of mer- 
chandise trade, including silver import and export, and on ac- 
count of payments on foreign investment. By far the more 


5 Banco de México, S. A., Vigésimasexta Asamblea General Ordinaria de 
Accionistas, 1948, pp. 50-51. 
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important of the two was the trade deficit which according to 
these figures amounted to 233 million dollars in 1946 and 257 
million in 1947. Foreign travel was the most important net 
credit item in the two years, but returns from this source fell off 
somewhat in 1947. Two other items, private and institutional 
remittances and exports of non-monetary gold, changed signifi- 
cantly in 1947 and succeeded in reducing the total net deficit 
on current transactions. 

According to the corresponding statement of capital and 
monetary gold movements, the heavy importations in 1946 were 
reflected in a large decline in monetary gold holdings of official 
and banking institutions. In 1947 monetary gold assets fell 
to a lesser degree, but net short-term capital assets took a notable 
drop. Although it is impossible to determine what the real 
trend in the country’s total monetary reserve has been, it is 
obvious that Mexico has paid for her import balance with a rapid 
depletion of her gold and foreign exchange reserves built up 
during the war. Gold holdings of the Bank of Mexico were 
increased from 46 million dollars in 1941 to 292 million dollars 
in 1945, but were quickly reduced to 180 million in 1946, to 100 
million at the end of 1947 and to the crisis point of 43 million 
dollars at the end of July, 1948.7 According to the New York 
National City Bank, Mexico’s reserves of gold plus foreign 
exchange were 344 million dollars in December 1945, 224 million 
in December 1946, 112 million at the end of 1947 and in June 
1948 were only 90 million dollars.*® 


6 International Financial Statistics, February, 1949, p. 153. These 
International Monetary Fund trade statistics differ from those given 
above, not only because they are more recent estimates but because they 
also include silver exports and imports. 

7 International Financial Statistics, November, 1948, pp. 90-91. Federal 
Reserve Bulletin, November, 1948, p. 1932. 

8 New York National City Bank, Monthly Letter on Economic Conditions, 
Government Finance, September, 1948, p. 106. But the director of the 
Bank of Mexico claimed 247 million dollars in reserves in April, 1947, and 
at the time of devaluation in July, 1948, the government claimed to have 
114 million dollars in gold and foreign exchange, in addition to the 12 
million dollars remaining of the 50 million dollar stabilization loan from 
the United States. Hl Mercado de Valores, April 7, 1947, p. 2. Mewxican- 
American Review, November, 1948, p. 15. 
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Well before the crisis in July, 1948, it had become apparent 
that the postwar import splurge, being carried on at the 
expense of the monetary reserves, could not continue indefinitely 
and that certain steps to correct the disequilibrium would have 
to be taken. While capital equipment and material essential for 
production had constituted a large portion of Mexican imports 
during the postwar period, much of her dollar exchange was 
diverted to the importation of luxuries and non-essentials which 
contributed nothing to production. President Aleman himself 
admitted that non-essentials, including automobiles, had con- 
stituted almost 20 per cent of total imports in 1946.° Conse- 
quently the first approach to the balance of payments problem 
made by the Aleman administration after it came to office in 
December 1946 was to attempt to curtail the importation of 
luxuries. In May, 1947, the Bank of Mexico recommended to its 
associated banks that they not extend credit for the importation 
of luxury articles.1° This was intended to force those who wished 
such imports to rely upon their own funds, but the measure was 
obviously inadequate to reduce imports very notably. More 
stringent methods were required. In 1944 a system of direct 
import controls had been introduced in Mexico and in July, 
1947, the list was extended, direct prohibitions being imposed 
on the import of certain types of goods. The import of 120 
articles, making up about 20 per cent of total imports, was for- 
bidden for an indefinite period. The large majority were luxury 
items: furs, furniture, perfumes, radios, pianos, phonographs, 
antiques, jewelry, diamonds, alcoholic beverages, crystal ware, 
fresh fruits, washing machines, automobiles and watches." 


9 El Mercado de Valores, September 6, 1948, p. 6. According to the 
Manchester Guardian of January, 1947, Mexico spent over sixty million 
dollars on American pleasure cars alone during 1946. William L. Neu- 
mann, “Economic Conflict in Inter-American Relations,” Inter-American 
Reports, No. 3, July, 1948, p. 9. 

10 El Mercado de Valores, May 26, 1947,, p. 2. 

11 Neumann, op. cit., p. 9 and Foreign Commerce Weekly, September 11, 
1948, p. 8. Professor Sanford Mosk in his forthcoming book, “The New 
Revolution in Mexico,” points out that the nature of many of the articles 
prohibited suggests that protection in Mexican industry was also an impor- 
tant consideration. 
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The prohibitions were intended to be temporary only, eventually 
to be supplanted by quotas. 


Restriction of luxury imports was not the only method em- 
ployed to correct the trade deficit. Many imported articles not 
prohibited were placed under higher tariffs, and in November; 
1947 there was a general upward revision of tariffs except on 
those items covered by the United States Reciprocal Trade 
Agreement. Official notice had already been given the United 
States that Mexico desired a revision of the agreement to make 
possible further tariff increases. Moreover, the government 
ordered its own agencies to import only those articles absolutely 
necessary to carry on public services and claimed that it had 
done everything possible to stimulate agriculture so that food 
imports could be reduced. Measures were taken to increase 
exports through the lowering of export duties and the granting 
of preferential credits to the export industries.1* The decline of 
tourist income in 1947 by five million dollars prompted attempts 
to stimulate tourism. A National Tourist Commission was set 
up, and in 1948 steps were taken to improve border crossing 
facilities, to supervise hotel and other rates, and to open up new 
areas for travel, as well as to encourage those coming into 
contact with tourists to exercise consideration.'® 


Mexico also sought to attain equilibrium in the balance of pay- 
ments through increasing capital imports. The attitude of the 
Aleman administration has been to encourage direct private 
investment as well as governmental loans. In May, 1947 Aleman 
addressed a banquet of the Pan American Society of New York 
regarding Mexico’s need for North American funds in her drive 
for economic development and prosperity.'* In the same month 
both Ramén Beteta and Carlos Novoa, Director of the Bank of 
Mexico, told a convention of bankers in Texas that Mexico 
desired further private investment by Americans, especially by 


12 El Mercado de Valores, September 6, 1948, p. 6. 

13 Banco de México Asamblea General... , 1948, p. 19. Lew B. Clark, 
“Summary of Mexican Business Conditions in 1948,” Mexican-American 
Review, January, 1949, p. 15. 

14 Fl Mercado de Valores, May 5, 1947, p. 2. 
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small investors.1> Novoa declared that investment conditions 
were excellent, that Mexico respected the rights of investors and 
that any investor acting in good faith and in accordance with the 
Mexican laws could count on a fair return. Moreover measures 
were adopted to make the laws more in accordance with the 
investors. In June, 1947 Aleman appointed a committee to 
draft new regulations regarding foreign investment, which Pro- 
fessor Mosk suggests may foreshadow a milder application in 
the future of the law that enterprise ownership shall be 51 
per cent Mexican. 


In the meantime, governmental loans were not neglected. 
Aleman secured a $50 million loan from the Export-Import Bank 
and negotiations were begun for a long-term developmental loan 
from the International Bank for Reconstruction and Develop- 
ment.?@ 


In September, 1948 the president of the Republic of Mexico 
evaluated the results of his policies.‘7 He declared that they 
had been partially successful in correcting the balance of pay- 
ments but that the deficit in the trade balance had not been elim- 
inated. Exports had increased in 1947 but so had imports. 
Aleman said that agricultural production had been increased 
considerably and food imports had shrunk from 7.9 per cent of 
total imports in 1946 to 4.1 per cent in 1947. In the first four 
months of 1948, he added, food imports were only 2.6 per cent 
of the total. But imports of industrial equipment and primary 
materials had increased during his administration, a natural 
development, it may be added, in view of his sponsorship of 
industrial progress. In 1947 imports of machinery and indus- 
trial equipment rose by over 25 per cent. In the first four 
months of 1948 they showed little decline from the 1947 level. 
Imports of primary materials for industry were also up by 25 


15 Jbid., May 26, 1947, p. 2. Mosk, “The New Revolution in Mexico,” 
Ch. 5. 

16 Banco de México, Asamblea General ..., 1948, pp. 20-21. Early this 
year Mexico’s efforts to secure aid from the World Bank finally bore fruit 
and she was granted two loans totalling $34,100,000 for the financing of 
electrical power development. 

17 El Mercado de Valores, September 6, 1948, p. 6. 
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per cent in 1947 but in the first four months of 1948 these 
imports were down again. 


Aleman was not able to point with pride at his record of re- 
stricting imports of non-essentials. No absolute figures were 
revealed but he admitted that imports of luxuries and non-essen- 
tials, including automobiles, which had constituted 19.8 per cent 
of total imports in 1946, expanded to 21.5 per cent of the total 
in 1947. The President explained that the import restrictions 
decided upon by the government early in 1947 had failed to take 
effect until 1948 because of the necessity of modifying existing 
international agreements and obligations and because conces- 
sions had to be made to those importers who had goods in transit 
or had contracted for them. It might be added that part of the 
reason for the failure of Aleman’s import prohibitions was the 
lack of enforcement of them. The corruption of customs officials 
is notorious. The claim that part of the effort to improve the 
trade balance has taken the form of redoubled vigilance at the 
border and greater punishment for contrabanders is itself an 
admission of weakness on this line of defense. 

The Bank of Mexico reported that the increase in import 
values in 1947 could be attributed partly to price rises whereas 
the average of export prices did not rise. It pointed out that 
the monthly average of imports declined during the last half of 
1947, implying that Aleman’s policies were taking effect,’® but 
according to the trade statistics of the International Monetary 
Fund the drop in the latter half of 1947 simply brought the 
monthly import average back to 250 million pesos, the level 
prevailing during the latter half of 1946. In any event, the 
Mexican government found it necessary to borrow in 1947 to 
maintain the exchange rate. In May the Mexican-American 
Stabilization Agreement was renewed to July 1, 1951. Twenty 
million dollars of this $50 million fund, which was supposed to 
last four years, were drawn during the last half of 1947.19 
Mexico also drew 22.5 million from the International Monetary 
Fund during the quarter ending September 30, 1947.*° 


18 Banco de México, Asamblea General ..., 1948, p. 16. 
19 Federal Reserve Bulletin, November, 1948, p. 1350. 
20 International Financial Statistics, November, 1948, p. 4. 
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In the early months of 1948 it appeared that the policies of 
the Aleman administration were at last beginning to take effect, 
for there was a very sizable reduction in the trade deficit in the 
spring. The trade statistics given by the International Monetary 
Fund, including all merchandise transactions except gold, show 
a deficit of 781 million pesos in the first half of 1947, 457 million 
in the second half and only 110 million in the first half of 1948. 
In part the reduction was due to an increase in exports which 
in the first half of 1948 were 31 per cent greater than exports 
during the first half of 1947. But imports also declined and 
during the same period were 22 per cent less than total imports 
during the first six months of 1947.*!. The decline in imports 
may have been due to a significant curtailment of luxury imports 
during the first four months of 1948, for they were only 14.3 
per cent of total imports, as contrasted with 21.5 per cent in 
1947.22. This was not true of the entire year, however, for 
according to United States export statistics, prohibited or re- 
stricted goods valued at over 13 million dollars, or almost the 
same as in 1946, were illegally imported into Mexico during 
1948.23 


In spite of the narrowing of the trade gap, a crisis was not 
averted. As the spring wore on the country’s gold and foreign 
exchange reserves dwindled. During all the latter half of 1947 
the gold holdings of the Bank of Mexico had been kept at a level 
of close to 100 million dollars. The drawings of dollar exchange 
from the United States Stabilization Fund and the International 
Monetary Fund probably made the maintenance of this gold 
level possible. In January, 1948, gold holdings began to fall 
and by July 31, as already noted, they had plummeted to 43 
million dollars.2* These heavy withdrawals doubtless reflect 
principally domestic hoarding, but United States statistics 
showing gold imports from Mexico also reveal a flight from the 
peso. Gold shipments from Mexico to the United States jumped 


21 International Financial Statistics, January, July, 1948, February, 1949. 

22 El Mercado de Valores, September 6, 1948, p. 6. 

23 Mexican-American Review, January, 1949, p. 17. 

24 International Financial Statistics, January, July, 1948, February, 
1949 and Federal Reserve Bulletin, November, 1948, p. 1432. 
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to almost four million dollars in July, 1946, whereas monthly 
shipments during the previous six months had averaged only 
about $200,000. More was shipped in the month of July alone 
than in the entire year 1947 and the August shipment was even 
greater, approaching 10 million doilars.*5 


Devaluation was the answer to this sudden crisis. The au- 
thorities asserted that the measure was necessary to conserve 
the country’s gold and foreign exchange reserves, which were 
being depleted by the trade deficit and by capital flight. Sec- 
ondly, depreciation was expected to eliminate the trade deficit 
by discouraging imports and stimulating exports. It was claimed 
that the reason the decline in reserves reached emergency pro- 
portions was that a reasonal decline in exports combined with a 
flight of capital resulted in drawings on reserves of between 
one and two million dollars per day.2° It was said that im- 
porters and manufacturers in Mexico had suddenly altered their 
credit policies, had demanded cash and had attempted to convert 
their assets into dollars at once. Particularly was this true of 
Mexican assemblers and distributors of United States automo- 
biles.27. The government claimed that it had ample reserves for 
domestic purposes and normal commercial demands but that it 
did not have enough to cover speculative withdrawals. 

While the authorities placed much blame on the capital flight 
as a cause of disequilibrium, naturally they did not care to admit 


25 Federal Reserve Bulletin, November, 1948, p. 1483. The trend in the 
gold holdings of the Bank of Mexico and in the shipments of gold to the 
United States is the best evidence that there really was a “flight of capital” 
which prompted the devaluation. The foreign exchange holdings of the 
private banking institutions rose from 28 million dollars at the end of 
June to 40 million at July’s end. Their holdings had fluctuated between 
82 and 40 million dollars in 1947 but the figure of 40 million is probably 
high for a month in which exports slumped. The figure for official and 
privately held foreign assets in the United States, as reported by United 
States banks, also shows an increase, but the fluctuating character of these 
short-term assets and the fact that the figures include both official and 
private holdings makes it difficult to draw inferences from changes in this 
item. International Financial Statistics, November, 1948, pp. 90-91. 

26 El Mercado de Valores, September 6, 1948, p. 6. The Statist, July 31, 
1948, p. 112. 

27 Ramon Beteta in El Mercado de Valores, August 2, 1948, p. 4. 
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that domestic policies had anything to do with the fears that 
gave rise to the flight. Rather these fears were said to have 
originated in the policies of other countries which had devalu- 
ated, inasmuch as this made capital owners in Mexico wonder 
how long the country could hold out. Another external factor 
blamed is that the majority of the countries in the world have 
established exchange control, thus confining Mexican commerce 
to the United States. These two factors might presumably limit 
Mexican commercial exports but the cause of Mexico’s difficulties 
has been excessive importation, not reduced exports. 

The principal justification for devaluation has been that once 
the emergency had arisen, there was no suitable alternative 
method of meeting it. One alternative advocated by some was 
exchange control. The argument for it is indeed a strong one 
from the point of view of the economic development of under- 
developed, export-oriented economies. It is a fact that such 
countries depend upon imports for their most basic needs, as 
well as for the equipment with which to industrialize. Their 
only sources of foreign exchange to pay for these imports are 
their exports and the inflow of foreign investments. But ex- 
ternal fluctuations often deprive them of both these sources 
without altering the need for imports. Advocates of exchange 
control in Latin America insist that the main objective of eco- 
nomic policy should be to stimulate industrial and agricultural 
development to the maximum and to attempt at the same time 
to isolate the domestic economy from external fluctuations. 
When expansionist policies are undertaken, capital flight must 
be prevented. When foreign exchange is scarce it is desirable 
that the maximum use be made of the resources derived from 
exports and the investment of foreign capital, since the ability 
of the economy to progress depends upon imports of essential 
goods such as machinery and other durables. Some form of 
exchange control is declared to be the only way these ends can 
be achieved.*® The Mexican government, however, dismissed 
exchange control as undesirable, on the grounds that Mexico’s 
border is too long and too difficult to patrol, that it requires a 


28 Raul Prebisch, “El Patrén Oro y La Vulnerabilidad Econémica de 
Nuestros Paises,” Jornadas 11, March 30, 1945, pp. 36-38. 
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complicated bureaucratic machine, that it is difficult to admin- 
ister honestly, that it gives too much economic power to those 
who administer it, and finally, that it has failed to operate 
successfully in other countries.*® 


The only other alternative to depreciation, once direct trade: 
restrictions, stimulation of exports and borrowing had failed to 
hold the line against balance of payments crisis, would have been 
to take drastic measures of anti-inflation. Deflation is, unfor- 
tunately, a difficult and unpopular, if not to say politically im- 
possible, course of action. Should the Mexican government at- 
tempt it, a wall of resistance would loom at all points. Not 
only are there the common wage and price rigidities to contend 
with, but the level of income of many groups in the country is 
so low that any attempt to reduce general wage and farm income 
would work real hardship. 


Moreover, the bare minimum of any deflationary policy would 
involve an abandonment of many of the government’s projects 
and an elimination of the budgetary deficit. Thus the govern- 
ment would not only have to regulate private lending more 
closely, itself no easy task in the face of the preeminent position 
of the large financial institutions, but it would have to slow 
down its own long-range programs for electrification, communi- 
cation and agricultural and industrial advancement. But this 
is a policy which a government committed to economic develop- 
ment of the country hesitates to choose. Faced with the choice 
of adapting the economy to the exchange rate or the exchange 
rate to the economy, it is natural that the latter solution should 
be adopted. According to Dr. Josué Saenz, a leading official of 
the Ministry of Finance, depreciation was the only possible 
choice, given the rigidity of the price structure and resistance 
to deflation. He admits that the devaluation was the culmina- 
tion of a process, the consequence of the peso’s having lost pur- 
chasing power over a period of years, yet he hesitates to lay the 
blame upon the failure of the Mexican governments to combat 
inflation. That this has been the important factor, however, 
is implied in his metaphor: “A marathon of radicalism was fol- 


29 Dr. Josué Saenz in El Mercado de Valores, August 23, 1948, p. 2. 
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lowed by a marathon of inflationism and the high prices are a 
result of the combination.” *° 

That Mexico has really experienced a notable inflation in 
recent years is readily apparent from the trend of national in- 
come, monetary circulation and prices. According to the statis- 
tics of the International Monetary Fund, the national income 
of Mexico more than doubled between 1939 and 1946, increasing 
from about 6 billion pesos in 1939 to almost 13 billion in 1946.*! 
Monetary circulation also has risen markedly since the beginning 
of the war. In July, 1941, monetary circulation including coin, 
currency and checking accounts in the hands of the non-banking 
public amounted to some 1.2 billion pesos. In four years mone- 
tary circulation had more than tripled when it reached the high 
point in August, 1945. It declined slightly after that but was 
stili almost three times the prewar figure in December, 1947, 
when it stood at 3.5 billion pesos.** 

Industrial production has not risen correspondingly. Accord- 
ing to the International Monetary Fund’s index of industrial 
production which includes electric power, Mexican production in 
1947 was only 31 per cent above 1937 output. Manufacturing 
output shows a larger increase. In 1946 it was 63 per cent 
above the 1937 base but in 1947 the index dropped to 143.*° 


Given this expansion of monetary circulation and national 
income, with no corresponding increase in physical output, it is 
not surprising that prices, little affected by attempts at price 
control and rationing, have soared. The International Mone- 
tary Fund’s wholesale price index, a weighted average of fifty 
commodities in Mexico City, shows a rise from the 1937 base of 
100 to 257 in December, 1947. The retail price index, based on 
the cost of food, clothing, coal and soap in Mexico City, displays 
an even more marked increase. In December, 1947, these prices 
were 353 per cent of the 1937 level.** Both wholesale and retail 
prices had been somewhat stabilized during 1947 but began to 


30 Jbid. 
31 International Financial Statistics, November, 1948, p. 157. 
32 Banco de México, Asamblea General... , 1945, p. 77 and 1948, p. 152. 


33 International Financial Statistics, November, 1948, pp. 90-91. 
34 Ibid. 
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rise rapidly in the spring of 1948. Of particular interest is the 
relationship of price changes in Mexico with those in the United 
States. According to the Bank of Mexico’s price index of whole- 
sale prices in Mexico and in the United States, based on 1929 as 
100, Mexican wholesale prices were 187 per cent of United, 
States prices in January, 1944. In the following months the 
disparity increased as Mexican prices soared while prices were 
stabilized in the United States. By mid-1946, when prices in 
this country began to rise, Mexican prices were 240 per cent of 
United States wholesale prices. From then on the ratio de- 
clined until the Mexican level was down to only 177 per cent of 
that of the United States in December, 1947.*5 


As in other Latin American countries, monetary inflation in 
Mexico was due in part to the wartime export boom, but, as it 
has been suggested, the domestic policies pursued throughout 
the war and postwar periods have greatly strengthened those 
pressures. This has been the concomitant of the industrializa- 
tion process through which the country is now passing and 
which is being led by the government itself. Although identified 
particularly with the Avila Camacho and Aleman administra- 
tions, this policy had its origins in the prewar period. As early 
as 1936 the Mexican government began to promote industrial 
development and public works through deficit financing.** Prior 
to that time very little had been attempted and public works had 
been financed almost entirely by normal revenues. But after 
1936, the pace was accelerated and the government financed the 
building of railroads, highways, wharves, ports, irrigation 
works and schools. The government also encouraged expansion 
in various sectors of the economy, including agriculture and 
foreign commerce, through government-financed development 
banks. 


After 1940 the Mexican government adopted a policy of more 
direct encouragement to private industry. The emphasis upon 
agrarianism which characterized the 1930s was supplanted by 


35 Banco de México, Asamblea General ... , 1948, p. 81. 

36 —Victor Urquidi, “Tres Lustros de Experiencia Monetaria en México,” 
Memoria del Segundo Congreso Mexicano de Ciencias Sociales . . 
(Mexico, October, 1945), Vol. II, pp. 444-5. 
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a crusade for industrialization. This shift of program reflected 
Mexico’s assumption of the faith now embraced by most of the 
undeveloped nations of the world that industrialization is the 
only way of protecting the national economy in a chaotic world, 
and that it is the responsibility of the national government to 
accomplish this end and thereby raise the standard of living of 
its citizens. 

In Mexico the government found it essential to assume the 
lead in promoting economic development for the reason that, 
with the exception of a small group in the business community, 
leadership in industrial development has not been forthcoming 
from the private sector of the economy. The securities market 
is weak in Mexico. The masses have been unable to save and 
the consumption habits of the wealthy have typically led them 
to spend their funds on luxurious homes, furniture, automobiles, 
art treasures or other luxuries. Such investment as does occur 
is concentrated in urban real estate and construction rather 
than in industrial securities. Mexico’s stormy history of this 
century has led her moneyed classes to prefer safe investments 
above all. As in all the Latin American countries there has 
always been a strong tendency for them to invest funds abroad. 

This situation explains in part why financial leadership in 
industrial advance has been assumed by the government. The 
inflationary tendencies of the methods employed have been 
among the most potent factors producing the foreign exchange 
crisis. These methods and some of their effects were discussed 
by Professor Mosk in this journal in June, 1947.*7 

One of the reasons that governmental borrowing has been 
employed is that the country’s outdated fiscal system, charac- 
terized by heavy dependence upon import and export duties, 
has rendered the government’s revenue entirely inadequate to 
finance the expensive projects which are basic to industrializa- 
tion. In accordance with the general predilection for secure 
investment, the commercial banks and the public have long had 
a distrust of government bonds, a distrust engendered by a 
history of governmental repudiation of its debt. As a conse- 


°7 Sanford A. Mosk, “Financing Industrial Development in Mexico,” 
Inter-American Economic Affairs, June, 1947, Vol. I, No. 1. 
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quence the main support of government bonds has been the Bank 
of Mexico. For example, the bank reported that during 1947 
its holdings of public securities were enlarged due to the fact 
that the purchases of the private banks were insufficient to 
absorb the new issues. In order to induce the banks and the: 
public to invest in government securities it has been necessary 
for the central bank to stand ready to purchase them. In April, 
1947, the repurchase rate of 99.5 per cent of the nominal value 
of certain government bonds was set “with the object of in- 
creasing their liquidity and stabilizing the price, so that they 
might have the characteristics of a firm and secure investment.’’38 
Professor Mosk has estimated that the Bank of Mexico holds 
about two-thirds of the total outstanding government bonds.*® 


Since 1941 the principal method of lending financial assistance 
to industry proper has been by means of the Nacional Finan- 
ciera, the official investment bank of the Mexican government. 
This institution, authorized to initiate and encourage private 
industrial enterprise, has succeeded in channelling private funds 
into industry by issuing certificates backed by its investments. 
Not only do the certificates bring a fixed return and carry re- 
purchase provisions, but they are virtually government bonds 
in that the resources of the central bank, and therefore the gov- 
ernment, lie behind them. 

Another method by which the authorities have attempted to 
channel funds into industry is through the private investment 
banks, and financieras. These institutions differ from the com- 
mercial banks in that they are supposed to engage in long-term 
investment and lending operations. To give them financial 
strength they have been accorded rediscount privileges with the 
Nacional Financiera and their bond issues have found a buyer 
in the Bank of Mexico. Unfortunately, the financieras have been 
able to circumvent the six-month minimum loan provisions and 
have used their funds in short-term commercial lending opera- 
tions to finance imports and to build up inventories for specula- 
tive gains. Bank credit has also leaked into speculation in urban 


38 Banco de México, Asamblea General... , 1948, pp. 37-38. 
39 Sanford A. Mosk in his forthcoming book, “The New Revolution in 
Mexico.” 
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real estate. In this way the financieras have utilized government 
assistance for ends quite contrary to those for which the assist- 
ance was intended, not only diverting capital from productive 
uses, but aggravating the shortage of consumption goods. As 
Professor Mosk has pointed out, the Mexican government has 
made no real effort to curb this diversion of credit either on 
the part of the financieras or the commercial banks.*® More- 
over, private investment has tended to compete with the govern- 
ment for certain factors of production and hence has exerted an 
even greater inflationary pressure. In the postwar period there 
has been a virtual epidemic of construction of urban buildings 
and apartment houses. 


The preceding discussion has brought out a number of ways 
in which the government has attempted to create a money 
market in Mexico—to tap domestic funds for the financing of 
industry by creating confidence in governmental and industrial 
securities. Not only have the methods employed to accomplish 
this end been inflationary, but the very lack of such a money 
market at present is one of the reasons that the government has 
been unable to combat inflation through the traditional weapons 
of monetary policy. Some attempts at monetary control have 
been made, the most effective of which was the raising of the 
reserve requirements of the bank to 50 per cent in 1945. But 
the main concern has been to increase and channel credit into 
productive enterprise rather than to control and curtail it. Thus 
in 1947 the reserve requirements were again reduced, leaving 
the banks additional opportunity for credit expansion. 


In January, 1947, the reserve ratios for member banks outside 
the Federal District were reduced to 45 per cent for institutions 
in places having a branch bank of the Bank of Mexico and to 40 
per cent in other places. An attempt was made to direct this 
credit to productive ends by the requirement that a certain per- 
centage of loans be made to industry and agriculture in the com- 
munity in order that the member banks be eligible for redis- 
count privileges with the Bank of Mexico.*! 


40 Mosk, “Financing Industrial Development in Mexico,” op. cit., p. 47. 
41 Banco de México, Asamblea General ... , 1948, pp. 36-87. 
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The fact that in 1947 there was no wholehearted effort to 
control the money supply, although it had become apparent that 
inflation was leading to a balance of payments crisis, is a re- 
flection of the preeminent importance of industrial expansion 
to the Mexican government. Monetary circulation is not indica- 
tive of the amount of credit created. The Bank of Mexico pointed 
out that had it not been for excessive importation, monetary 
circulation would have been even greater in 1947. For example, 
a decline in monetary circulation in the first half of the year was 
a reflection of heavy importation. In the latter six months a 
new expansion of credit occurred, the explanation for which was 
given by the Bank of Mexico: 

At the beginning of the month of August, which marked 
a decline of imports, an increase in public expenditures and 
an expansion of credit by the banking system, prompted 
by the government which deemed it necessary to intensify 
the productive activities of the country, required the issue 
of money which increased the circulating medium.** 

This quotation and the subsequent crisis in 1948 point up the 
real dilemma faced by an underdeveloped nation in the process 
of industrialization; in the absence of the willingness of the 
public to invest in industrial progress, credit creation performs 
the task with the consequent depreciation of the internal value 
of the currency, overimportation and balance of payments crisis. 
The capital flight which preceded the devaluation and which 
bears the brunt of official blame was surely not unexpected. 
The excessive importations of the postwar years made it impos- 
sible to believe that the Mexican government could forever main- 
tain the old exchange rate, particularly as it became apparent 
that no measures of really fundamental readjustment were being 
taken. At the time of the devaluation it was reported that de- 
posits by Mexicans in the United States had increased by 70 
million dollars in the preceding two years. There was every 
reason to believe that under this sort of pressure the government 


42 Tbid., pp. 34-35. The report added that there were also elements of 
external origin which contributed to monetary expansion, including the 
extension of credit by the Export-Import Bank of Washington, and the 
United States-contributed funds for combatting hoof and mouth disease 
in cattle. 
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would resort to depreciation of the currency, as it had done in 
similar circumstances in the past. 

In evaluating the policy of depreciating the peso, it will be 
recalied that two objectives were sought: (1) a halt to the loss 
of gold and foreign exchange holdings of the Bank of Mexico; 
(2) an improvement in the balance of trade by discouraging 
imports and stimulating exports. The measure taken by Mexico 
in July, 1948, was an effective one in that it automatically pre- 
vented further loss of the central bank’s reserves, but the second 
supposed consequence is less certain to follow.* 

It is presumed that currency depreciation will discourage 
imports by raising their prices in terms of the depreciated 
currency and stimulate exports which appear on the world mar- 
ket at lower prices. But that this should be the case in a period 
of inflation is by no means certain. The argument may hold 
true as to volume of imports and exports, but the only relevant 
consideration is the valwe of imports and exports, and the effect 
of devaluation upon the value of imports and exports is not 
readily foreseen. To use the terminology of economic theory, the 
outcome depends upon certain elasticities of demand and supply. 
The effect of devaluation upon imports depends particularly 
upon the elasticity of domestic demand for imported articles. 
The effect of depreciation upon the value of exports depends 
principally upon the elasticity of foreign demand for the articles 
exported, and the elasticity of supply of exportable, as well as 
already exported articles. 

The determinants of these elasticities are numerous and in- 
clude such factors as the nature of the depreciating country’s 
imports and exports, the volume of them in relation to world 
totals, the level and distribution of national income, trade re- 
strictions at home and abroad and whether or not other countries 
also depreciate. Not all of these factors can be anticipated 
even in a rough way since they depend as much upon political 


43 Devaluation is also expected to attract tourist trade inasmuch as the 
tourist dollar will go much further. This rests upon the assumption that 
price rises consequent upon devaluation will not offset this original advan- 
tage. Whether or not the devaluation will actually increase the revenue 
from tourists significantly is yet to be seen. 
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as upon economic developments. It is not inconceivable that 
currency depreciation could result in a less, rather than a more, 
favorable balance of trade. 

To attempt to determine and evaluate the elasticities relevant 
to the foreign trade of Mexico would be far beyond the scope of 
this article, but it is probable that the demand for many of her: 
imports is quite inelastic. The country is still under the neces- 
sity of importing basic food products and if the industrialization 
program is to be pursued as vigorously as seems likely, imports 
of machinery and materials will be considered essential and 
subsidized if necessary. Demand by the United States for 
Mexico’s exports is not likely to be highly elastic due to the 
fact that these imports are largely primary goods, the cost of 
which does not loom large in relation to other costs of fabrica- 
tion. This might be offset by an elastic demand for other 
Meixcan exports taken by other countries, but it is unlikely 
inasmuch as over 80 per cent of Mexico’s foreign trade dealings 
are with the United States. Even if the demand for Mexico’s 
exports should exist, there is always a question as to whether 
production for export can be expanded immediately. Time is 
the important factor here. Moreover depreciation may have 
dampening effects insofar as it increases the cost of capital 
equipment imported for use in the export industries. 

It is as yet too early to judge the actual effects of the depre- 
ciation upon Mexico’s foreign trade, but the data now available 
seems to indicate that it has not brought the results for which it 
was intended. In the latter half of 1948 imports increased by 
22 per cent whereas exports were only 12 per cent greater than 
the total for the first half of the year. A deficit of 254 million 
posos during the last six months of 1948 contrasts unfavorably 
with that of only 110 million for the previous half-year.‘ This 
would seem to confirm the above conclusions regarding an 
inelastic demand abroad for Mexico’s exports, a possible supply 
inelasticity of exports in the short-run, and, in particular, an 
inelastic demand for imports by Mexico.*® 


44 International Financial Statistics, February, 1949, p. 87, and Foreign 
Commerce Weekly, March 14, 1949, p. 28. 
45 The 15 per cent export surtax imposed after the devaluation has also 
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Exchange depreciation as a policy designed to correct balance 
of payments disequilibrium must also be evaluated in terms of 
whether some other method might have been just as good or 
better. The traditional remedies open to a country experiencing 
balance of payments difficulties are devaluation, deflation, trade 
restrictions, and exchange control. Some of these alternatives 
have been discussed. The Mexican government employed trade 
restrictions in 1947 and simultaneously attempted to obtain 
foreign exchange through borrowing as well as through encour- 
ing exportation, tourism and foreign private investment. But 
these measures were inadequate, for although by the middle of 
1948 the trade deficit appeared to have been markedly reduced, 
the government could not halt the outflow of capital without 
regulation of the exchange market. Except for the government 
loans, the measures taken to attract new capital were long- 
range in character. 


Once inflation had led to a foreign exchange crisis, the saving 
of the gold reserves of the Bank of Mexico became the major 
consideration. At that point the only alternative to depreciation 
would have been the imposition of some form of exchange con- 
trol. The other alternatives were slower processes the effects 
of which would not have been felt in time to stop the immediate 
and drastic capital flight. Whether one regards exchange con- 
trol or depreciation as the preferable course of action depends 
upon the point of view held as to the ultimate goals of economic 
policy. Commercial interests in Mexico, opposed to government 
intervention in business and the foreign exchanges, supported 
the government in its choice of devaluation. Others in Mexico, 
such as the new industrial groups and labor unions, more con- 
cerned with the long-range program for economic development, 
have insisted that exchange control would have been preferable.** 
It is claimed that domestic repercussions of exchange control 
would be less painful, particularly for lower income and fixed 
income groups, for essential food and raw material imports 


been blamed for the relatively small increase in exports. After considerable 
controversy the surtax was amended in December and the tax on certain 
articles reduced by 5 to 80 per cent. 

46 Mexican-American Review, August, 1948, p. 15, 20. 
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could be admitted at a lower cost than non-essentials and 
luxuries. 


This leads to the very relevant consideration of the effects 
of depreciation upon the domestic economy and whether the ad- 
vantages it may possibly entail in the field of foreign trade may, 
not be offset by other economic problems incurred by it. Although 
an increase in the foreign exchange rate may lead to a more 
favorable trade balance, the other side of the coin during an 
inflationary situation is the effect of devaluation upon the supply 
of goods available to domestic users. Because depreciation 
offers a premium to exporters in the form of a higher price in 
the depreciated currency, there is a tendency to export more. 
Insofar as the exported articles are consumed domestically, 
expansion of exports in an inflationary setting may be possible 
only at the expense of domestic consumption. The exporter will 
be able to charge his domestic buyers the higher price he is now 
receiving from abroad. Expansion of production for export may 
involve attracting resources from domestic industries, thus 
forcing up prices all along the line. 


Moreover, by automatically increasing the price of imports 
in terms of the domestic currency, depreciation tends to reduce 
the volume of imports and hence reduces the supply of goods 
available for domestic consumption. The effect upon the price 
structure within the depreciating country depends upon the 
nature of the imports and their importance to the domestic 
economy. If home industry depends to a large degree upon 
imported raw materials then production may be hampered and 
the supply of goods even further diminished. As was pointed 
out, the possibilities of expansion in the export industries may 
be greatly limited and hence the export-stimulating influences 
of depreciation offset. Moreover, depreciation places the import- 
competing industries in a position to charge higher prices due to 
the elimination of foreign competition. In this sense deprecia- 
tion may be employed as a measure of protection. Furthermore, 
if food products and other essential consumption goods are im- 
ported, as they are in Mexico, depreciation may work great 
hardship upon lower income groups. 
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Thus, while depreciation may succeed in checking a total loss 
of monetary reserves and while it may possibly help to bring 
about a more favorable trade balance, it will not change the 
fundamental situation giving rise to balance of payments dis- 
equilibrium if that cause is internal inflation. It will only tend 
to aggravate the domestic situation. That this is indeed true 
is indicated by the immediate repercussions of the devaluation 
of Mexico. The effect upon prices was felt at once. Prices of 
domestic goods and services depending upon imports rose imme- 
diately. Foreign-made goods disappeared from shop windows 
as merchants decided to hoard their goods and wait for higher 
prices. Some stores rationed goods or enforced tie-ins with all 
sales of imported goods. Prices of imported food products, such 
as corn, rose, and within seventy-two hours after the devaluation 
the cost of living index had risen 3.2 points.47 At the end of 
August the cost of living index for working class families in 
Mexico City stood at the highest point ever recorded, 327.9, with 
the base year 1939.‘ The International Monetary Fund’s retail 
price index of food, clothing, coal and soap in Mexico, which had 
risen 11 points during the entire first half of 1948, increased by 
9 points between the end of June and the end of July and added 
another 6 points before the end of August.*® The rise in whole- 
sale prices was not so marked. After the initial sharp rises in 
August both these indexes stayed at about the same level 
throughout the remaining months of the year and in fact whole- 
sale prices dropped in December. 

The Mexican authorities took immediate steps to assure the 
public that price increases would be prevented as much as pos- 
sible. Price control of basic consumption goods was promised, 
but elimination of the middleman, upon whom price controls had 
never been very effective anyway, was the principal rallying 
cry. An official organization was set up to transport and dis- 
tribute farm products direct to urban consumers at low prices. 
Importation of essential food products not produced in sufficient 
quantity domestically was subsidized by the government to 


47 Mexican-American Review, August, 1948, p. 20. 
48 Foreign Commerce Weekly, October 30, 1948, p. 19. 
49 International Financial Statistics, November, 1948, pp. 90-91. 
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assure a supply of them at reasonable prices. By early Septem- 
ber an agreement had already been made with the United States 
Department of Commerce for the Mexican government to sub- 
sidize and distribute Mexico’s entire third quarter lard quota 
from the United States.°° 

In his September address, Aleman promised the prohibition: 
of the export of food products and essential goods needed domes- 
tically." Early in August the export of cotton and untanned 
hides was prohibited until production and domestic needs could 
be established. Later these items were placed under export 
control.®°2, Aleman also suggested methods of relieving the pres- 
sure of import shortages. He proposed revision of the present 
import restrictions with quotas substituted for the absolute 
prohibitions, a system of tariff rebates on imports of necessary 
primary materials and equipment not produced within the 
country, and the extension of cheap credit to industry and agri- 
culture for the importation of equipment. On September 30 a 
new list of imports requiring import permits was issued reduc- 
ing the number of items subject to this type of control to about 
one-fourth the previous number. Import prohibitions were not 
changed.** 

It is too early to determine whether the devaluation and the 
various measures adopted since have altered Mexican economic 
conditions. One recent report from Mexico suggests that general 
business conditions which had appeared to be favorable up to 
the time of the devaluation deteriorated notably during the latter 
half of 1948. Business men, particularly those catering to the 
well-to-do and the middle classes, complained that there were few 
buyers of their goods during the usually busy final weeks of 
the year.5* On the other hand, the lower-priced stores which 


50 Foreign Commerce Weekly, September 11, 1948, p. 4. 

51 El Mercado de Valores, September 6, 1948, p. 7. 

52 Foreign Commerce Weekly, September 4, 1948, p. 28. November 15, 
pp. 23-24. 

53 Jbid., October 23, 1948, p. 48. 

54 Lew B. Clark, “Summary of Mexican Business Conditions in 1948,” 
Mexican-American Review, January, 1949, p. 10. The deterioration of 
business is attributed to the shock to consumers occasioned by price rises 
of 40 per cent on imported goods and the products of imported materials. 
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carry local produce were reported to be doing a more active 
trade. If this is so, it may be that the government has achieved 
a measure of success in maintaining certain basic prices. How 
long the line can be held, however, is questionable in the face of 
a steady increase in monetary circulation, which in December 
rose to record heights.®® 


To summarize, the depreciation of the Mexican peso in July, 
1948, was the result of a crisis in the country’s balance of pay- 
ments, a crisis which had its origin in the import spree of the 
postwar years. Although the various corrective steps taken by 
the government in 1947 seemed to have brought results in a 
reduced trade deficit in the spring of 1948, a lack of confidence 
in the ability of the government to maintain the rate, in the 
light of a continuation of the fiscal policy which had given rise 
to the overimportations of recent years, induced a flight from the 
peso with the result that the country’s monetary reserves were 
dangerously weakened. The International Monetary Fund has 
made no official comment upon the causes of the crisis, but imme- 
diately after the event the New York Times reported Fund 
officials as expressing the belief that distrust of the ‘“‘spending- 
lending” policy of the Mexican government was the principal 
factor behind the capital flight.°* In other words, underlying 
the balance of payments disequilibrium and the foreign exchange 
crisis was the real problem demanding solution, the inflationary 
state of the Mexican economy. 


Devaluation of the currency is manifestly not a policy de- 
signed to cope with this major problem; if anything it is likely 
to aggravate it. Evidence now available showing recent trends 
in Mexico’s foreign trade indicate that the devaluation has not 
even been successful in correcting the balance of payments dis- 
equilibrium. At best it could only have been a temporary expe- 
dient unless anti-inflationary measures had been adopted along 
with it. Not only effective restriction of imports, but, more 
important, public confidence in the currency, demanded that 


55 Banco Nacional de México, S. A., Review of the Economic Situation 
of Mexico, No. 277, December, 1948, p. 5. 
56 New York Times, July 23, 1948, p. 23, col. 8. 
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some effective control be placed upon the amount of credit 
created. 

The Mexican government rejected one alternative which has 
been advocated by those groups who feel that credit expansion 
must continue and that the logical solution to the resulting bal-. 
ance of payments problem is the isolation of the domestic 
economy and the prevention of capital flight through exchange 
control. By choosing devaluation instead, the Mexican govern- 
ment indicates that it is anxious to avoid vigorous state inter- 
vention such as that involved in exchange control. Yet the de- 
valuation itself has given rise to a host of problems requiring 
regulation of business. The form of intervention is not, how- 
ever, basically anti-inflationary ; it simply represents at attempt 
to alleviate the pressure of the depreciation upon the lower 
classes. It suppresses symptoms. 

Recognizing this, the government has taken certain steps 
which may indicate an approach to some of the really funda- 
mental problems. First it has promised that federal expendi- 
ture will be cut. The 1949 budget is 10 per cent greater than 
that for 1948 but this is attributed to the increase in the cost of 
foreign debt service and of equipment and material imported for 
government use. These are both by-products of the devaluation. 
Revenues will be inadequate without floating new loans, but it 
is said that the authorized new internal issues do not exceed 
the amount of expected amortization of the public debt during 
1949.57 

Early in the year another attempt was made to channel credit 
away from short-term speculative outlets into long-term pro- 
duction when a banking reform law was introduced into the 
Mexican Senate.°® But while the proposed law encourages 
financial institutions to lend at long-term, it is not clear that the 
more profitable, speculative outlets are readily closed to them. 
In any event, the measure indicates that interest still lies in 
directing the flow of credit, not in imposing limits to expansion. 

Another important step taken this year is the new tax law, the 
most disputed provisions of which have been the income tax and 


57 Banco Nacional de México, op. cit., pp. 15-18. 
58 International Financial News Survey, February 10, 1949, p. 245. 
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the excess profits tax. The law has provoked considerable 
opposition from banking and financial institutions which under 
the old laws were comparatively free of taxation. 

Without attempting to evaluate these recent reforms, it is of 
interest to note that they reveal the character of some of the 
economic dilemmas faced by Mexicofoday. The most funda- 
mental problem is, of course, the problem of pursuing a program 
of economic and social development while maintaining domestic 
price stability and balance of payments equilibrium. The post- 
war difficulties faced by underdeveloped countries throughout 
the world bear witness to the fact that there is no easy solution, 
but when put in terms of “progress” versus a stable currency, it 
is not startling that the weight of opinion among the articulate 
seems to lie with “progress.” Progress in this view has ceased 
to be a product of abundant and stable international trade and 
exchange; it is rather the property of the hydroelectric plant 
and the factory. 

A part of this fundamental dilemma is the problem of financ- 
ing economic development. Lacking domestic financial re- 
sources, Mexico of pre-revolutionary date was notoriously de- 
pendent upon foreign investment, and today she is again turning 
in that direction. Although emphasis has shifted to govern- 
ment rather than private loans, Mexico’s private financial insti- 
tutions still play an important role in securing foreign funds. 
This suggests another difficulty confronting the government in 
its attempt at controlling domestic inflation while investing in 
long-term productive projects. While most every economic 
group in the country has yielded to regulation, the financial in- 
stitutions, by virtue of their unique position of control over 
domestic funds, and their intervention in the investment of for- 
eign capital, have been beyond effective regulation. 

The recently proposed banking reform may be a step in the 
direction of bringing these institutions closer to government 
control. But it is not easy to do this in view of their influential 
position with relation to foreign investment in Mexico. Any 
dependence upon foreign loans could, of course, be eliminated 
were it possible to tap the financial resources of the Mexican 


59 El Mercado de Valores, January 17, 1949, p. 2-3. 
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public. The difficulties involved here revolve principally around 
the traditional investment attitude and habits of the Mexican 
people, but they are fortified by the policies of the banking in- 
stitutions. Until the latter by their support give liquidity to 
industrial and government securities, the public will remain 
reluctant to invest. 

Taxation is a possible solution to the problem of financing 
economic development. It is significant that a large portion of 
Mexico’s excessive imports during 1946 and 1947 were luxury 
items, for which her upper classes were responsible. This and 
other evidence ® suggests that there is wealth within the country 
which might be marshalled, if not through the voluntary invest- 
ment by Mexicans in industry and agriculture, which has not 
been successful thus far, then through progressive income tax- 
ation. This would be a far more just method of financing eco- 
nomic progress than the present one of inflation which reduces 
the real income of the lower classes. In 1947 a Mexican with 
a top-bracket income of over $100,000 paid an income tax of 
only 30 per cent to his government. A salaried man with an 
income of $8,000 paid less than 5 per cent tax.®! 

In Mexico today, industrialization is a datum. Her govern- 
ment is committed to it, and questions of policy ultimately re- 
volve about the question as to whether industrial development is 
thereby furthered or hindered. Meanwhile, the only justifica- 
tion for economic development is the possibility it provides for 
lifting the standard of living of the poverty-ridden masses. 
The validity of the justification becomes questionable when, in 
the process of development, the masses sink to an even lower 
level, while those in a position to take advantage of rising 
prices and token income taxes, ride the crest. If Mexico is to 
solve this problem and meet the other dilemmas bred by the 
pursuit of industrial progress, bold weapons will be required. 
Exchange depreciation is not one of these. 


60 Mosk, “Financing Industrial Development in Mexico,” op. cit., p. 8. 
61 Acierto, “A Marshall Plan for Latin America,” Inter-American Eco- 
nomic Affairs, 1:2, September, 1947, p. 9. 
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By R A, Humphreys * 


It is with more than the ordinary degree of trepidation, 
proper no doubt to feel, and decent to avow, on occasions such 
as this, that I address you today on the study of Latin American 
history. The chair is new; the professor, confronted with the 
rapidly growing literature of the history of twenty countries in 
at least four languages, is uncomfortably aware of his own 
limitations; and the subject, certainly in this country, is unde- 
veloped. More than a hundred and seventy years ago William 
Robertson, the historiographer-royal of Scotland and the Prin- 
cipal of the University of Edinburgh, published in London his 
History of America, still to be read with pleasure and profit. 
And from Principal Robertson, whom Gibbon termed, with 
gracious condescension, “the first historian of the present age,” ! 
from Principal Robertson to Mr. F. A. Kirkpatrick there have 
not been wanting in Britain distinguished students of Latin 
America. But they have been extraordinarily few. Remove the 
names of Southey at the beginning of the nineteenth century and 
of Sir Clements Markham at the end, of Cecil Jane and Cun- 
ninghame Graham and Pelham Box in our own day, and not 
many are left, at least among historians. Mr. Kirkpatrick 


* Mr. Humphreys is Professor of Latin American History in the Uni- 
versity of London. This article is an inaugural lecture delivered at Uni- 
versity College, on November 4, 1948. It is reprinted with the permission 
of University College. 

1The Memoirs of the Life of Edward Gibbon (ed. G. B. Hill, London, 
1900), p. 296. 
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himself has had to tread the path of the pioneer, as had E. G. 
Bourne, Bernard Moses and W. R. Shepherd in the United States, 
and I am grateful for the opportunity to pay to him my tribute 
of admiration and respect. All scholars in this country must be 
in his debt, and all must build on foundations which he has. 
helped to lay. But, while in the United States the range of 
scholarship has widened until it has brought the entire evolution 
of Latin America from the fifteenth to the twentieth century 
under investigation, that has not been so in England. 


There are, it is true, signs of an awakening interest and of a 
realization that here is a gap to be filled; and in other universi- 
ties than ours there is reason to hope that Latin American 
history may soon take its place beside that other infant intruder 
in the history schools, the history of the United States. But it 
is fitting, I think, that the first Chair of Latin American history 
to be established in this country should be within the University 
of London and at University College. It is fitting, not because 
the natural bent of this College is towards the exploration of 
“fresh woods and pastures new,” though that is true. Nor 
because a Chair of Latin American history here is the proper 
complement to that Chair of American history of whose holder 
I am proud to consider myself in some sense a pupil, though that 
also is true. It is fitting, I suggest, because those same liberal 
opinions which launched this College on its adventure of freedom 
at home made England, even under a Tory Government, the 
friend of freedom abroad. The formal announcement of the plans 
for the new University of London and the recognition by Britain 
of the new states of Spanish America occurred in the same year; 
and the founders of our College, or some at least among the most 
important of them, were themselves deeply interested in that 
second birth of a new world which seemed, in the first quarter 
of the nineteenth century, to hold within itself so high a destiny. 


Consider the members of the first Council of this College in 
1826. Distinguished even in that distinguished company was 
James Mill, whose meeting with Bentham, in 1808, had been 
of such transcendent importance to both. But Mill was the 
friend not only of Bentham but of the great precursor of Spanish 
American independence, Francisco de Miranda; and if Miranda 
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inspired, Mill wrote the famous article in the Edinburgh Review, 
in 1809, on the emancipation of Spanish America, in which the 
future historian of British India saluted the “brilliant prospects” 
opening up for mankind in South America.* With Mill, the 
radical, sat Brougham, the Whig: and Brougham, the grand- 
nephew of Principal Robertson, had early turned his versatile 
genius to the cause of Spanish American independence. There, 
also, were Mackintosh and Lansdowne: Mackintosh, who had 
termed the Foreign Enlistment Bill of 1819 a bill “‘to repress 
the rising liberty of the South Americans,” * and who had pro- 
posed to call in the New World to redress the balance of the Old 
long before Canning coined his famous phrase ;* Lansdowne, who 
had played in the Lords much the same part on behalf of Spanish 
America as Mackintosh played in the Commons. There, finally, 
were Alexander Baring and Isaac Lyon Goldsmid, whose names, 
surely, are as important in the financial history of Argentina 
and Brazil as they are in that of Europe. We need feel no 
surprise that the Council, with these men among its members, 
should have expressed the hope, in its first Statement, that the 
“future legislators, governors and leading men” of Latin 
America might find in Gower Street a congenial place for 
education.” The deplorable tendency of South Americans to 
migrate to Paris was, alas, already evident. But here, as General 
William Miller explained, here, in Gower Street, they would 
‘““imbibe sound principles and correct notions,” and here they 
would avoid the dangerous contagion of “‘Parisian vices and 
buffoonery.” ® 

One other name I must mention. Jeremy Bentham was not 
one of the founders of our College. He was a proprietor, no 
more. But, as Professor Bellot has observed, “the intellectual 


2 Edinburgh Review, xiii (Jan., 1809), pp. 277 ff. See Alexander Bain, 
James Mill (London, 1882), pp. 97, 106, and W. S. Robertson, The Life of 
Miranda (2 vols., Chapel Hill, 1929), ii, 48-52. 

313 May, 1819. Parliamentary Debates, xl, 367. 

415 June, 1924, ibid., n.s., xi, 1392. 

5 Statement by the Council of the University of London, explanatory of 
the nature and objects of the Institution (London, 1827), p. 10. 

6 William Miller to Sir Robert Wilson, 15 Jan., 1827, College Correspond- 
ence, No. 543. 
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debt of the university to him and the close association with him 
of some of the most prominent among the promoters is beyond 
dispute.” * His Auto-Ikon and his manuscripts are among our 
most treasured possessions. 

Bentham’s interest in Spanish America was first aroused by. 
that plausible scoundrel and ex-Vice-President of the United 
States, Aaron Burr. On a summer morning in 1804 Burr shot 
and killed Alexander Hamilton. Ostracized at home, he then 
engaged in romantic designs to detach the western states of 
America from the Union and Mexico from Spain, was arrested 
and tried for treason, and, though acquitted, sought refuge in 
France and England. Here he met Bentham. He meant, says 
Bentham, “to make himself Emperor of Mexico. He told me I 
should be the legislator, and he would send a ship of war for 
me.” > This was fantasy. But Bentham’s imagination was 
fired, and, in 1808, he seriously thought of removing to Mexico 
City.” We have among the College manuscripts a characteristic 
list of desiderata and of information to be obtained in prepara- 
tion for so arduous a journey—distance by road in Mexico, cost 
of freight, packet boats, traveling carriages, age at which women 
marry, libraries, whether any clothes, vermin and bugs, etc.— 
the list is long.’ But the enterprise proved too difficult. Bent- 
colonies, taken advantage of the times, and shaken off the Span- 
ish yoke....’ 1! As usual, his thoughts were transferred to 
ham, at this point, met Miranda. Under Miranda’s influence 
his thoughts were diverted from Mexico to South America, and 
in 1810 it was to another country “still more charming,” he 
wrote, ‘the province of Venezuela,” that he proposed to go. “It 
will be,” he added, “to do a little business in the way of my 
trade—to draw up a body of laws for the people there, they 
having, together with a number of the other Spanish American 
paper. “Caracas,” he heads it, “Necessity of an all compre- 


7H. Hale Bellott, University College, London, 1826-1926 (London, 1929), 
p. 25. 


8 John Bowring, ed., The Works of Jeremy Bentham (11 vols., Edin- 
burgh, 1843), x, 432. 

9 [bid., x, 439-48. 

10 Bentham MSS., Ix, 6-11. 

11 Works, x, 457. 
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hensive Code,” and he adds a characteristic argument to show 
the advantages to be derived from the choice of Jeremy Bentham 
as the codifier.?* 


Once again his hopes were dashed; but from this time onwards 
it seems to have been the duty of every South American in 
London to pay his respects at Queen’s Square Place. Bolivar 
himself was there in 1810, viewed by, but not, apparently, view- 
ing its master;* and in 1820, when the great liberator had 
already become famous, and might become—was it not possible? 
—a disciple, Bentham began a correspondence with him which 
continued, amidst professions of mutual admiration, until 1827. 
At this point a conservative reaction secured the prohibition of 
the use of the Traités de Legislation in Colombian schools and 
colleges, and Bentham’s opinion of the Liberator suffered a de- 
cided change,‘ a change, it may be added, which Bolivar’s rival, 
Santander, did nothing to reverse when he visited Bentham in 
1830.15 


Rivadavia, one of the commanding figures in the early history 
of Argentina, also met Bentham, in 1818, I think, and we have 
Bowring’s testimony that “of the representatives of South 
America in this country, Rivadavia was the man of whom Bent- 
ham thought the most highly.”?® It is not surprising. For 
Rivadavia not only referred to Bentham as the “Newton of 
Legislation,” not only began to translate the Traités into Span- 
ish,'7, but, still more flattering, he ascribed to Bentham much of 
the merit for those notable reforms which, as a Secretary of 
State, he had begun to introduce, with such startling effect, in 
Buenos Aires.’1® It was, moreover, the Buenos Aires govern- 
ment which announced the intention of constructing a new 


12 Bentham MSS., xii, 1--4; xxi, 1-6. 

13 Bentham to Rivadavia, 20 Feb., 1819, British Museum, Add. MSS., 
33, 545, f. 348. See also draft of a letter from Bentham to Bolivar, 24 Jan., 
1820, Bentham MSS., x, 3-6. 

14 Works, x, 552, 565; xi, 33. 

15 Santander to Bentham, 10 July, 1830, Add. MSS., 33,546, f. 444. See 
also Works, xi, 53. 

16 Works, x, 500. 

17J. B. to Bolivar, 24 Jan., 1820, Bentham MSS., x, 3-6; Rivadavia to 
Bentham, 25 Aug., 1818, Add. MSS., 33,545, f. 312. 
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prison, “in the form proposed by Mr. Bentham under the name 
of Panopticon.” #® And if, in Buenos Aires, Rivadavia was a 
professed pupil, in Central America, José del Valle, statesman, 
publicist, philosopher, was, more than a pupil, a son. “My ever 
dear father,” he writes to Bentham ;?° Bentham remembered him 
in his will; and on Bentham’s death the Federal Congress of: 
Central America, at del Valle’s motion, went into mourning.*! 


I wish I could conclude from all this that Bentham’s influence 
in Latin America was profound. It is true that some 40,000 
copies of his works, edited by Dumont, and translated into 
Spanish, were said to have been sold for the Spanish American 
market by 1830, and there is a charming story told by William 
Bridges Adams in 1832. “It was my fortune,” he writes, “to 
sojourn some months in a small and obscure town, on the East- 
ern base of the Andes. The public peace was frequently dis- 
turbed by revolutions and party changes; but there existed in 
that town a small knot of young men, who grieved over the 
disasters with which ignorance had afflicted their native land. 
...A collection of the works of Bentham, translated into the 
Spanish language, was their acknowledged choicest treasure; 
and each night they met, to become wiser by the wisdom he had 
spread over the earth. They asked not of kings, or of princes, 
of conquerors, or of potentates. Their first question of an 
Englishman was, ‘Have you ever seen Bentham?’ To their 
unprejudiced view he was the greatest man on the face of the 
earth. ... By the hour they would listen to anecdotes of the man 
whom they venerated, and at each pause in the conversation 
they would exclaim, ‘Oh! that he had been born our countryman, 
to rescue us from the evils of misgovernment, and the misery 
which it has drawn in its train’.” *3 


18 Rivadavia to Bentham, 26 Aug., 1811, Add. MSS., 33,545, f. 596; 
Works, iv, 592-8. 

19 Argos de Buenos Aires, 6 July, 1825. 

20 Del Valle to Bentham, 31 May, 1830, Add. MSS., 33,546; f. 418; 
Works, xi, 71. See also Rafael Heliodoro Valle, Cartas de Bentham a José 
del Valle (Mexico, 1942). 

21 Gazeta de Guatemala, 18 Sept., 1832. 

22 Works, xi, 33. 

23 The Tatler, 9 March, 1832. 
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But, alas,I suspect that, like the abortive proposal “for the 
Junction of the two Seas—the Atlantic and the Pacific, by means 
of a Joint-Stock Company, to be styled the Junctiana Company,” 
Bentham’s writings, even in translation, provoked more of ad- 
miration than inspiration, and not always admiration. “Whose 
work on jurisprudence do you study?” a professor at the Uni- 
versity of Cérdoba asked of a student from the University of 
Buenos Aires. “Bentham’s.” “Whose, Sir, did you say? Little 
Bentham’s?... There is more sense in one of my writings than 
in all those windbags. What a university!” *4 


The hopes our founders entertained, their visions of the future, 
took longer to realize than some at least anticipated. But that 
their faith was finally to be justified, the foundation of this Chair 
is in part a witness. The new states of Latin America have 
grown, or are growing, into nations. The youngest of them is 
already forty-five, and the majority have behind them more than 
a century of independent life. Each today is strongly conscious 
of its own identity. By their own scholars and by those of the 
United States each phase of their national life is gradually being 
brought under investigation; and the growth of historical litera- 
ture is already such that it is difficult for the individual scholar 
to keep abreast of current writings. The latest edition of Mr. 
C. K. Jones’s Bibliography of Latin American Bibliographies 
contains more than three thousand items. The current Hand- 
book of Latin American Studies contains nearer five thousand 
than four. The Hispanic American Historical Review is in its 
twenty-eighth year, and both in Latin America and in Spain it 
has distinguished rivals. In the United States, in Latin Amer- 
ica, in Spain, the study of Latin American history has become 
professionalized. It is time indeed to recognize that here is a 
branch of historical studies in which English scholarship has 
been left far behind, and one, I submit, that must increasingly 
force itself upon our attention. 


Let me first define what I mean by Latin American history. 
I do not mean the history of the discovery, conquest and coloni- 
zation of the New World, nor the still comparatively neglected 


24D. F. Sarmiento, Civilizacion y Barbarie (Buenos Aires, 1889), p. 95. 
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study of the Spanish and Portuguese empires in America. We 
are at last beginning to see that long adventure in better per- 
spective. The mists of prejudice and ignorance are being grad- 
ually dispelled. We no longer believe that the Spanish Empire 

in the New World subsisted for more than three hundred years 

—to borrow Gibbon’s famous phrase—‘“in a state of premature 
and perpetual decay,” and the “black legend” has been washed 

almost white—perhaps, indeed, too white. But these problems 

lie within a wider field. The history of the empires of Spain and 

Portugal belongs to the study of colonial or imperial history. 

Our concern—and I must emphasize what I conceive to be the 

function of this chair—our concern will be with the history of 

the independent states of Latin America, with their experience 

during and since the establishment of their independence, with 

their impact upon the rest of the world, and with the impact of 

the rest of the world upon them. 





One further preliminary observation must be made. By 
“Latin America” I mean no more than the definition of an area, 
an area larger by far than Europe and the United States com- 
bined. The twenty republics, so nearly, but sometimes so mis- 
leadingly, labelled “Latin America,” differ from one another in 
size, in wealth, in population, in race, in history, in culture. 
They are in different stages of political, economic and social 
evolution, and they are “Latin” only in so far as eighteen of 
them were in part moulded by Spanish colonization, as one, the 
greatest, was, in origin, the product of Portuguese adventure 
overseas, and another, the smallest, took its language from 
France. 

To regard the emancipation of the Latin American area from 
Spanish and Portuguese rule as the starting-point of our studies 
is, I freely admit, from one point of view, the point of view of a 
Mexican or a Brazilian, arbitrary enough. That great convulsion 
was not “unheralded.” Nor—in the words of Acton, distin- 
guishing modern from medieval history—did it found “a new 
order of things, under a law of innovation, sapping the ancient 
reign of continuity.” The political revolution cradled an eco- 
nomic but not a social revolution. Where such a movement 
came into being, as in Mexico, it was strangled, or almost 











40 INTER-AMERICAN ECONOMIC AFFAIRS 


strangled, at its birth; and at the end of the wars of liberation 
the structure of colonial society remained essentially unchanged. 
The three centuries of colonial experience, as Dr. Silvio Zavala 
has rightly observed, are not to be dismissed as a mere prelude 
to the historical drama initiated by the liberators. And what- 
ever the conscious reaction against this colonial heritage in parts 
of Latin America today, the roots of Spanish American society 
“lie deep in the colonial past.’ 25 

From another point of view, also, that of a European, it is 
not to be supposed that the liberation of Latin America awakened 
Europe to the sudden consciousness of what it had not known 
before. Since that early morning of October 12, 1492, with the 
moon past full,2° when the little fleet of Columbus first sighted 
land, the ocean had linked, not divided the continents. First the 
pirate, then the smuggler, sailed to destroy in America the 
power of Spain in Europe. In eighteenth century England in 
particular, from the days of the Asiento to those of the invasions 
of Buenos Aires, from Anson and Vernan to Popham and Baird, 
interest in Latin America had been steadily growing. Its 
secrets, long hid, were gradually being revealed. Its trade 
enriched Spain’s rivals, not Spain herself. And it may well be 
argued that the emancipation of Spanish America was as much 
a phase in the commercial expansion of Europe and England as 
it was, more obviously, the critical period in the development of 
new American nationalities. In that expansion Spain failed to 
participate; and it was this, not the American or the French 
Revolutions, though these too played their part, which worked 
the silent destruction of Spain’s imperial system. Spain’s col- 
onies were lost before the revolution began, though it needed 
the Napoleonic invasions of the Peninsula first, apparently, to 
contradict, and then to demonstrate that fact. 

Yet though the lines of demarcation between the colonial and 
the subsequent history of the Latin American peoples are today 
less sharply defined than once they were, the lines are there. If, 


25 Silvio Zavala, New Viewpoints on the Spanish Colonization of America 
(Philadelphia, 1943), p. 2. 

26S. E. Morison, Admiral of the Ocean Sea. A Life of Christopher Co- 
lumbus (Boston, 1942), p. 225. 
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as Sir Charles Webster has said, the emancipation of Latin 
America from European controls ranks “with the American and 
French Revolutions as one of the determining political forces 
which brought into existence the world in which we still live,?7 
for the Latin American peoples it meant more than the estab- 
lishment of a new political order. It was the awakening to a new 
life, the entry into a world of new experience; and it is that 
experience which must be, more particularly, the object of our 
study. 

European control, political control, was ended. This, in itself, 
was a fact of primary importance. The freedom which the 
Latin American states had won they were left to organize in 
their own way. There was to be no partition of Latin America, 
no exercise of suzerainty, no division of territory. In this 
respect the policy laid down by Castlereagh and Canning, the 
policy of non-intervention, was, in its essentials, maintained 
throughout the nineteenth century, and in this respect at least 
the Monroe Doctrine received the silent support of British naval 
power. But, henceforth, the door was open, as it had never been 
before, to trade, investment, immigration; and for the next 
hundred years not the United States alone but Latin America 
also acted like a magnet upon the hopes and ambitions of the 
European peoples. 

The emigrant stream to Latin America began in the decade 
after Waterloo, with the migration of Germans to Brazil and of 
Scotsmen to Argentina. But disillusion quickly followed. “I 
am convinced,” wrote Sir Francis Head in 1826, “that those 
who have hitherto emigrated to this country [Argentina] ... 
have passed their days in disappointment and regret—that the 
constitution of every individual has been more or less impaired 
—that their religious principles have altogether been destroyed 
—and I therefore would sincerely advise poor people, particu- 
larly those who have families, not to migrate to such hot lati- 
tudes....” 5 Not till the middle of the century was the flow 


“7 C. K. Webster, Britain and the Independence of Latin America, 1812- 
1830 (2 vols., Oxford Univ. Press, 1938), i, 3. 

28 F. B. Head, Rough Notes taken during some rapid journeys across the 
Pampas and among the Andes (2nd edn., London, 1826), pp. 305-6. 
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renewed, with the founding of agricultural colonies on the 
Argentine pampa and of German settlements in southern Brazil, 
and not till near the end, with the mounting figures of Italian 
immigrants, did it swell to any considerable volume. But though 
the emigrant stream to Latin America was far smaller and less 
widely diffused than the great migration to the United States, 
in the transformation of the Argentine pampa, in the equally 
startling transformation of Sao Paulo, in the colonization of 
southern Brazil and of south-central Chile, the immigrant 
played as decisive a part as ever he played in the Mississippi 
Valley. 

Foreign investment also began in the decade after Waterloo. 
The story is familiar. So eager was the desire to lend that, 
when the Peruvian loan was marketed in 1822, the extreme 
pressure of the brokers pushed the contractor and his agents 
from one corner of the Royal Exchange to the other and finally 
through its doors.*® But the loans went into default, the mining 
companies, or a large number of them, failed, and, after the 
experience of the eighteen-twenties, as with immigration, so 
with investment, it was not till the middle of the century that 
the stream freshened (though it had never entirely ceased), to 
flow with increasing momentum in its closing decades. Spread 
over a great range of enterprises, in the transport and public 
utility companies, in the export and extractive industries, as 
well as in government securities, it reached its height in the 
nineteen-twenties, when American capital had reinforced the 
diminished supply from Europe. 


It is a fashion, these days, to look upon this record as one of 
exploitation, in the derogatory sense of that word. This is not 
clear thinking, nor a help to understanding. If the export of 
capital to Latin America had a different effect from the export 
of capital to the United States, if it prolonged the dependence 
of the Latin American countries for their trade and revenue on 
the export of a few staple products, this was due as much to 
internal circumstances as to causes over which the creditors had 
control. And whatever the other results of this particular form 


29 The Times, 14 Oct., 1822. 
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of economic activity, the fact remains that it was foreign 
investment which endowed the Latin American countries with 
what Professor Hancock has described, in another connexion, 
as “the ‘permanent outfit? which was the economic foundation 
of their nationhood.” *° 

This story of the migration of people and capital from 
Europe to the Americas is the story of the closer linking of the 
continents. And it is obvious that between the economic devel- 
opment of the Latin American area (like that of the United 
States) and the growth of modern England there is a vital con- 
nexion. The twenty millions of British capital invested there 
by 1830 had grown to £180 millions by 1876 and to nearly £1,000 
millions by 1913.8! From the middle decade of the century, 
moreover, until the first World War, Latin America supplied 
about one-tenth of British imports and received a tenth of British 
exports. These figures, for Latin America as a whole, conceal, 
no doubt, as much as they reveal; but they serve at least to show 
the fact of interdependence. Yet even where the linkage has 
been closest, it has remained for American scholars to write the 
history of such matters as the rise and decline of British pre- 
eminence in Brazil, and the intimate relations between the 
Argentine meat industry and the British market.*? And for the 
rest the field is almost virgin soil. In that delightful book, 
Desert Trails of Atacama, Isaiah Bowman has described how, at 
Copiap6, he found a mass of buried treasure in the form of rec- 
ords extending over almost a hundred years and dealing with the 
affairs of the Copiapé Valley, and particularly with those of the 
principal copper mining company there. The originals, he adds, 
“have recently been destroyed by the home company in London 
on account of lack of space.” ** That was in 1924, and the fates 


30'W. K. Hancock, Survey of British Commonwealth Affairs (Oxford 
Univ. Press, 1940), ii, 290. 

31 J. F. Rippy, “British Investments in Latin America, End of 1913,” 
Journal of Modern History, xiv (Sept., 1947), p. 231. 

82 A. K. Manchester, British Preéminence in Brazil, its Rise and Decline 
(Chapel Hill, 1933); S. G. Hanson, Argentine Meat and the British Mar- 
ket (Stanford Univ. Press, [1988]). 

33 Tsaiah Bowman, Desert Trails of Atacama (American Geographical 
Society, 1924), p. 182. 
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since then, have not been kind. Yet the records of those com- 
panies and business houses whose connexions with Latin 
America have been so long and so close are materials for the 
history not only of Latin America but of England: the destruc- 
tion of any part ef them is an irreparable Joss, and the study 
of what survives is urgent. 


The predominant position which Britain enjoyed in Latin 
America for most of the nineteenth century was founded on the 
solid facts of British trade and British capital, as well as on 
those of British diplomacy and British naval power. Yet as the 
century closed that position was already being undermined. 
“Spanish America,” Canning had declared in 1824, ‘is free; 
and if we do not mismanage our affairs sadly, she is English.” 
“Today,” retorted the American Secretary of State, Olney, in 
1895, “the United States is practically sovereign on this conti- 
nent, and its fiat is law upon the subjects to which it confines its 
interposition.” Olney was as wide of the mark as Canning. 
Nevertheless, a profound change had begun. Its causes are 
familiar. Here, it suffices to note that henceforth American 
trade, American capital, American diplomacy, began to win for 
the United States that special position in Latin America hitherto 
occupied by Great Britain; and, within the next twenty-five 
years, the first World War, which completed the revolution in 
the position of the United States as a world power, completed 
also the revolution in the respective positions of Great Britain 
and the United States in Latin America, except, perhaps, in 
southern South America. 


But if a period in the history of Anglo-American relations in 
Latin America thus ended—and those relations deserve the 
closer attention of the economic as well as of the diplomatic 
historian—there were, between the two World Wars, develop- 
ments more momentous still. The immigration frontier in Latin 
America closed. The stream of investment ceased. Bolts and 
bars were clamped upon the doors of trade. And as government 
policy was increasingly directed towards the development of 
domestic industries and the widening of the basis of primary 
production, the old familiar economic structure of the principal 
Latin American countries, and their old external economic rela- 
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tions, began slowly but surely to change. Latin America entered 
the beginnings of its industrial age. It entered the age of 
nationalism. It entered the wider sphere of world affairs. We 
are witnessing, I think, the close of an era, and a new Latin 
America is growing before our eyes. 


If, however, the historian of modern England or modern 
Europe can no longer afford to ignore the history of Latin 
America, we must, also ,enter on the study of Latin American 
history for its own sake, for its own intrinsic interest, as well 
as for the wider light that it may cast. For Latin America 
was, in the nineteenth century, and it still is, a vast laboratory of 
political, social, racial and economic experiment. Here the very 
old and the very new dwell side by side, the mule track and the 
aeroplane, the primitive plantation and the steel mill, the Indian 
tribe and the complex urban society. Here the frontier, the zone 
between civilization and the wilderness, is still a political, a 
social, and an economic fact. If, as Frederick Jackson Turner 
said, in the most famous of his essays, “the United States lies 
ilke a huge page in the history of society,” ** so also does Latin 
America. Nowhere has the struggle between man and his en- 
vironment been sterner, or the relation between land and people 
more intimate. Nowhere has the conflict between the individual 
and society been more passionate, and nowhere has the recon- 
ciliation of freedom with order been more difficult to achieve. 


Pioneer lands, European frontiers, the Latin American coun- 
tries may have been. But they were, also, old societies, moulded 
by the intimate contact of European with Indian and, in some 
cases, with African culture, and set, by European inheritance 
as well as by American experience, into distinctive forms. The 
heritage and the experience were alike very different from those 
of the English colonists in North America, and they conformed 
less easily to the ideas and forces which dominated the nine- 
teenth century. Yet, with their declarations of independence, 
the Spanish American communities, medieval in quality and 
cast, were called upon, at one bound, to assume the form and 
functions of the modern democratic state. They rejected what 


34 The Frontier in American History (New York, 1921), p. 11. 
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was old and familiar for what was new and untried. They 
engrafted alien political philosophies on to old established ways 
of life. Only in Brazil was political and administrative con- 
tinuity preserved; and it is significant that the political history 
of Brazil in the nineteenth century is in singular contrast to that 
of her Spanish American neighbors. 

What followed is in part familiar. As Bolivar had feared and 
prophesied, the Spanish American states were plunged into con- 
fusion. Their course seemed set in a monotonous rhythm of revo- 
lution and dictatorship, of anarchy and despotism. To Sarmi- 
ento, writing one of the classics of nineteenth century literature, 
the early history of his country, Argentina, revealed itself as 
that of the warfare between civilization and barbarism, with 
barbarism for a time the victor. It is well, however, to recall 
that early warning of Acton, which Professor Butterfield has 
recently quoted: “we must distrust our knowledge of every 
period which appears to us barbarous. It appears so as long as 
we have not found the key to its real character.” *° And while 
the early annals of the Spanish American republics, and some 
of the later ones as well, may seem to provide a note-book for 
illustrating afresh a modern version of the Politics, they are not 
to be neatly and outrageously docketed as the simple annals of 
dictatorship tempered by assassination and revolution. That 
would be to mistake the surface currents for the deeper tides 
beneath. The struggle between Buenos Aires and the Provinces 
in Argentina, the quest for land and liberty in Mexico, the rival 
conceptions of Church and State in Colombia, these are not 
trivial themes, and they give meaning and form to much which 
is, at first sight, bewildering and confused. 

Political life in Spanish America, moreover, had a flavor all 
its own. Our conventional terminology is misleading. Dictator- 
ship meant autocracy, sometimes tyranny. But it was a Tudor 
despotism, not the systematic regimentation that informs the 
totalitarian state. Democracy, in a political sense, meant scarcely 
more than republicanism. It was a pattern of government laid 
up in heaven but not, perhaps wisely, to be practiced on earth. 


85H. Butterfield, Lord Acton (Historical Association, London, 1948), 
p. 11. 


ey 
ys 


ry 
at 


ith 
call 
has 
ery 
-as 
hile 
yme 
for 
not 
3 of 
‘hat 
ides 
ices 
ival 
not 
hich 


- all 
tor- 
idor 

the 
‘cely 
laid 
rth. 


948), 


LATIN AMERICAN HISTORY 47 


Yet what shall we make of Hudson’s description of Uruguay 
during one of the most turbulent periods of its history? “It is,” 
he wrote, “the perfect republic: the sense of emancipation ex- 
perienced in it by the wanderer from the Old World is indescrib- 
ably sweet and novel... the knot of ambitious rulers all striving 
to pluck each other down have no power to make the people 
miserable. The unwritten constitution, mightier than the 
written one, is in the heart of every man to make him still a 
republican and free with a freedom it would be hard to match 
anywhere else on the globe.’” ** As for revolutions, those estab- 
lished extra-legal habits of changing a government, a revolution, 
Isaiah Bowman once wrote, “affects but a few centres, a limited 
number of persons, a very thin layer of the people. ... For the 
rest, the life of the communities of Hispanic America goes on 
unaltered by revolutionary changes. The seasons, the crops, 
trade, social gatherings, the community organization—these are 
the things of outstanding importance.” ** 

That is not true of every Latin American revolution. It is 
certainly not true of the greatest of them all, the Mexican 
Revolution of our own times. But it was true of a great many. 
Politics was a way of life and of making a living, remote from 
the control and interests of the masses. The majority were, and 
were content to be, spectators of events, indifferent to the form 
of government provided that government did not too arrogantly 
trespass on the interests of the governed. 

In some of the Spanish American countries, where the Indian 
and mestizo masses, the native and mixed stocks, oppressed by 
poverty, ignorance and disease, still remain outside the national 
life, and where, in Acton’s pregnant phrase, there is not “pro- 
pelling power ... equal to the heavy burden of a half-barbarous 
population,” dictatorship may still be a necessary stage in the 
long struggle to establish order, unity, and social coherence. 
The shadows of the centuries lie heavy on those ancient lands 
where Man and Nature still struggle for mastery. Their experi- 
ence is outside our own. And here indeed, as Sir Maurice 
Powicke reminds us, the value of history may be “precisely that 


36 W. H. Hudson, The Purple Land (London, 1904), pp. 334-5. 
37 Desert Trails of Atacama, pp. 109-10. 
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it can enlarge our faculties of curiosity, understanding and com- 
passion and take us into the company of people whose experience 
eludes our categories.” 38 

Yet even in those countries whose political, economic and 
social development seems, in western eyes, to have been most 
retarded, time does not stand still nor are men’s minds inactive; 
and in Latin America as a whole the transformation which has 
occurred in the last hundred years is sufficiently remarkable. 
Brazil, so long an empire amid republics, was always in a class 
apart, monarchical, aristocratic, a land where, as Gilberto Freyre 
says, “the plantation system acted as a powerful republican 
opposition to any autocratic excess on the part of the Crown and 
where the Crown served as a permanent limit to autocratic 
excesses on the part of plantation lords.” *® In Chile the reign 
of the caudillos virtually ceased in the eighteen-thirties, and 
Chile, aristocratic but republican, evolved, in the security of 
her mountain barrier, a parliamentary system which, whatever 
its faults and failures, was as remarkable an experiment in pure 
politics as the nineteenth century knew. Argentina waited 
longer. It was only after the great struggle between the port 
and the provinces had been resolved that the country could 
enter, in the ’sixties, on its full and natural economic life. There- 
after, with a rapidity unexampled save in the United States, a 
backward frontier area was transformed into a highly urbanized 
commercial society. 

In the later development of these countries, though to a lesser 
extent in Chile than in the other two, the immigrant and immi- 
grant capital played a decisive part. In each, economic expan- 
sion was accompanied by a widening of the basis of society and 
politics. In each there arose a new class, or classes, to bridge 
the gap between the opulent and the impoverished. But these 
countries do not stand alone. Three other states, Uruguay, 
Colombia and Costa Rica, have experienced, in the present 
century, peaceful processes of reformation and reconstruction, 
and a fourth, Mexico, has undergone a profound social revolu- 
tion, a movement of passion, hope and hate, unleashing violent 


38 F, M. Powicke, Three Lectures (Oxford Univ. Press, 1947), p. 43. 
39 Brazil: an Interpretation (New York, 1945), p. 52. 
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forces, producing its own art and literature, now apparently 
spent, now again in full spate. 

No single explanation is adequate to these phenomena, and 
certainly not a racial one. That, at least, is one lesson to be 
learned. There are, in this age of nationalism, false gods in 
Latin America, as everywhere else. But racialism is not among 
them. This is the continent of a new man, and it is a continent 
of hope. New life is stirring, new forces are arising, political, 
social, economic. And while the conquest of the wilderness still 
goes on, new civilizations, neither Latin nor American, are in 


process of evolution. At our loss and at our peril we ignore 
them. 
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The relationships of the vast and teeming Orient with modern 
Latin America have been comparatively unimportant. Although 
the first human occupants of the Americas were probably 
Orientals—Mongoloids, called “Indians’’ by Columbus and the 
Spaniards and Portuguese—they soon lost touch with their 
homeland, and relations of the Western Hemisphere with the 
East were not resumed until thousands of years later, after 
Portugal established trading posts in India and the Spice Islands 
and after Spain conquered the Philippines. The minor contacts 
of the next three centuries, interrupted by the Independence 
Movement in Latin America, were not resumed until near the 
middle of the nineteenth century when Chinese coolies were 
imported to help build the Panama Railroad and work in the 
sugar plantations of Cuba and Peru. 

Statistics of Oriental migration to modern Latin America are 
incomplete, contradictory, and unreliable. The total migration 
during the century following the late 1840’s may have aggre- 
gated as many as eight hundred thousand, about equally divided 


1 The most convenient sources of information are the following: Anita 
Bradley, Trans-Pacific Relations of Latin America (New York, 1942); 
J. F. Normano and A. Gerbi, The Japanese in South America (New York, 
1943); Walter F. Willcox, ed., International Migrations (2 vols., New York, 
1929-1931). Normano and Gerbi deal mainly with Peru and Brazil. The 
Latin-American census returns, which I have consulted, along with many 
other sources too numerous to be cited conveniently here, in many cases do 
not list the Orientals separately. 
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between (1) the Chinese, (2) the Japanese, and (3) the Turks, 
Syrians, Arabs, and other peoples of the Near and Middle East. 
First to arrive in the new nations of Latin America were the 
Chinese, a few immigrants from British India, and then the 
Japanese; others came decades later. Although the Chinese, 
the Japanese, and the people from India were imported as con- 
tract laborers to work on railways or plantations, they soon be- 
came merchants, traders, and capitalists; most of the immi- 
grants from the Near East were traders and peddlers from the 
outset. The Chinese? and perhaps some of the others were 
occasionally maltreated with impunity, their home governments 
being unable to protect them. Only the Japanese were given a 
measure of protection and financial support by the home country. 
Only the Japanese aroused apprehension among Latin Americans 
and officials and publicists of the United States. 


Nipponese immigrants began to arrive in Latin America 
shortly before 1870. Japan’s first Latin-American treaty, a pro- 
visional agreement with Peru, was negotiated in 1873.3 A treaty 
of amity and commerce was signed with Mexico in 1888, followed 
by similar treaties with Peru, Brazil, Argentina, Chile, Colom- 
bia, Bolivia, and Ecuador, the last negotiated in 1918.4 Already, 
Already, in 1892, an agent of the Japanese government had 
appeared in Mexico and conferred upon Porfirio Diaz an honor- 
ary membership in the Grand Order of the Chrysanthemum.5 
These were events full of significance for the future. Japan 
was rapidly developing an aggressive interest in China as well 
as Latin America, and Latin America and China had long been 
areas of special interest to the United States. Would Japan and 
the United States become vigorous competitors in these two 
regions at the same period? 


Japanese trade with Latin America was just getting under 
way at the opening of the twentieth century, but it was ex- 
panding rapidly. The total reached a million dollars in 1907, 


* The Chinese were abused in Peru and Mexico. 

3 Normano and Gerbi, p. 66. 

4 Recueil des traites et conventions conclus entre Empire du Japan et 
les puissances étrangéres (Tokio, 1918), p 34 et passim. 

° José G. Godoy, Porfirio Diaz (New York, 1910), p. 206. 
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doubled that sum in 1910, and mounted to an aggregate of over 
thirty-five million in 1920. Japanese emigration to Latin 
America amounted to a total of around 70,000 by 1924, and at 
least 60,000 Japanese citizens were residing more or less per- 
manently in the region at that time.’ 


While these figures are by no means impressive, there were 
indications of growing Japanese interest in trade and coloniza- 
tion in Hispanic America. As early as 1906-1907 opportunities 
in the region had become a live topic in the Japanese press. 


The discussion was led by the steamship companies and colo- 
nization enterprises. The president of one of the shipping enter- 
prises, the Toyo Kisen Kaisha, which had established a line to 
Peru in 1906, remarked through the columns of the Osaka 
Shimpo: “Our compatriots are boycotted in the United States, 
and they cannot go into Australia. With the exception of Korea 
and Manchuria, into what countries can the Japanese emigrate? 
It is necessary that they be sent to South America where riches 
abound and labor is scarce.” At about the same time the Toyo 
Keizai Shimpo made this startling observation: “The govern- 
ment of Peru welcomes white workers and is not any too fond 
of yellow laborers, but business in this country is not sufficiently 
developed to appeal to white labor. It will therefore be obliged 
to depend upon Far Eastern immigrants. If the [Japanese] 
minister of foreign affairs and the emigration companies put 
forth all their efforts this country will become a second Hawaii.” 
Hardly less startling was the following utterance by the Tokyo 
Keizai Zasshi: “In Peru, as in most countries of South America, 
the governments are weak; they will accordingly never be able 
to refuse with any great energy to accept Japanese immi- 
grants.’”*® Others referred to Latin America as the great region 
of the future for the Japanese, a land holding out the fairest 


6 The Foreign Trade of Japan (Washington, D. C., 1922); U. S. Depart- 
ment of Commerce, Bureau of Foreign and Domestic Commerce, Trade 
Information Bulletin, No. 389 (Washington, D. C., 1926). 

7 Walter F. Willcox, ed., International Migrations, I, 160-165 et passim; 
Normano and Gerbi, p. 11. 

8 These three quotations are taken from an article in La Revue de Paris, 
VI (1907), 205, 211, by Louis Aubert. 


ver 
itin 
| at 
yer- 


rere 
iza- 
ties 


‘olo- 
ter- 
e to 
saka 
ites, 
orea 
ate? 
ches 
Toyo 
ern- 
fond 
ntly 
iged 
ese] 
put 
aii.” 
okyo 
rica, 
able 
nmi- 
gion 
irest 


ppart- 
Trade 


issim; 


Paris, 


JAPANESE IN LATIN AMERICA 53 


promises for a Shin Nippon, or New Japan. The discussion was 
carried on with all the ardor of a crusade. 

The enthusiasm of this early period persisted. In the summer 
of 1910, for instance, the president of another steamship com- 
pany wrote in the Taiyo, an influential monthly of Tokyo: “Our 
population increases at the rate of 500,000 every year and the 
time will come . . . when we will be forced to find some new 
outlet for the surplus population. Some of the South American 
republics seem willing to receive our immigrants.” 1° <A few 
years later a prominent Japanese remarked with more fervor 
than tact: “The increase of population in this country has 
reached the breaking-point, and now that we are at the parting 
of the ways, is our Foreign Office right in keeping quiet?... 
We want to emigrate to South America and North America and 
the British colonies, first by peaceful means, if possible, and 
second by the force of the iron hand and the mailed fist, if our 
desire is resisted.” 11. There was considerable talk of Nipponese 
colonization in Mexico, but at least one Japanese remarked that 
Japan was not yet in a financial position to undertake such an 
enterprise.!? 

World War I and the effort of the Japanese to strengthen their 
position in China served only as a temporary distraction. The 
energetic move of the Japanese delegates in behalf of racial 
equality at the Versailles Peace Conference is well known, and 
their failure at that assembly aroused bitterness. The Tokyo 
Kokumin may have expressed the view of the majority of the 
leaders of Japan when it remarked: “The Japanese, who are 
confined to a narrow region in the Far East, together with the 
nine hundred million yellow population of the world, are at a 
loss to know why the vast regions of North and South America, 
Australia, and New Zealand, sparsely populated and rich in 
natural resources, should be set aside exclusively for the white 
population. They are quite unreasonable in considering that it 


9 Louis Aubert, Américains et Japonais (Paris, 1908), pp. 250-277. 

10 Quoted in Literary Digest, XLI (June 2, 1910), 12 

11 As quoted by Toyokichi Iyenaga, Japan’s Real Attitude (New York, 
1916), p. 37. 

12Normano and Gerbi, p. 45. 
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is their special privilege to hold the regions for themselves. ... 
They are the most avaricious privileged classes of mankind. 
The present is the age in which equality and equal distribution 
is demanded rather than monopoly... .” }% 


During the next two decades Japanese enthusiasm for Latin- 
American commerce and colonization intensified. Official mis- 
sions were sent out repeatedly to survey the field and the press 
agitation continued. Late in 1922 (December 23) the Japan 
Times and Mail remarked that it was “high time for Japan to 
establish a definite policy towards South America and conclude 
treaties, agreements, or secret pacts with the South American 
states. ... Opportunity never comes a second time, and we urge 
the government and business men of this country to seize this 
golden opportunity.” And the Tokyo Yamiuri, declaring that 
South America was an inviting field for Japanese emigrants, 
urged the government to encourage them by exchanging diplo- 
matic representatives with the Vatican—a step calculated to 
please the Catholic countries of the New World." 


Anti-Japanese agitation in California and the movement for 
exclusion of the Japanese from the United States in 1924 is said 
to have caused ‘‘a great boom in the idea of South America as a 
good place for the Japanese to go.”” Numerous articles appeared 
in Nipponese “newspapers and magazines urging emigration to 
Brazil, Argentina, and Chile in particular.” The Tokyo Yamato 
declared: “We are heartily in favor of Japanese emigration to 
South America.” Speaking of both South America and Mex- 
ico, the Japan Times and Weekly remarked on March 29, 1924: 
“Here are large regions which have much the same climatic con- 
ditions as are found in Japan; here are broad lands which invite 
the agriculturist; here are growing industries which would like 
to employ Japanese workmen ...; here are vast natural resources 
which beckon to Japanese capital.” The walls of the railway 
stations in Japan were hung with posters displaying maps of 
Latin-American countries and pointing out the advantages of 


13 As quoted in Japan Times and Mail, Dec. 2, 1922. 
14 Titerary Digest, LXXVI (March 24, 1923), 19. 
15 Jbid., LXXVII (April 28, 1923), 20. 
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migration across the Pacific.1° The United States exclusion law 
of May, 1924, seems to have spurred the Japanese government to 
a very special effort. New treaties were signed with Mexico and 
Peru before the end of the year and missions were sent out both 
to Mexico and to the countries of Central and South America 
for the purpose of studying possibilities for emigration.‘ 

The attitude of Latin Americans toward Japan and the Japan- 
ese was for the most part friendly until the 1930’s. While evi- 
dence of anti-Japanese feeling was disclosed from time to time 
in Mexico, Argentina, Brazil, and Chile, none of the greater 
states of Latin America bluntly excluded the Japanese by legal 
enactment. In some of the lesser countries, however, exclusion 
laws were enacted. Costa Rica shut out Asiatics and “Gypsies” 
in 1896, Guatemala excluded Asiatics in general in 1909, and 
Paraguay, Uruguay, and Venezuela followed their example 
during the next decade, although Venezuela permitted certain 
exemptions.!8 

Over against these tendencies toward exclusion must be placed 
the commercial treaties of 1888-1924 already mentioned, agree- 
ments between Japan and eight of the Latin American countries, 
all of them putting Japan upon a plane of equality with the 
world’s most progressive nations. And it should be noted at 
the same time that Japan was often viewed as an inspiring 
example for retarded peoples seeking escape from foreign tute- 
lage and dominance. 


Some Latin Americans, in fact, looked upon Japan as a 
counterweight or ally against the United States. The Peruvian 
poet Chocano’s ‘‘Song of the Future” contains a hint of this 
attitude, and there is much more than a hint in Manuel Ugarte’s 
Future of Latin America, in which he says that a clash between 
the United States and Japan would have “enormous importance” 
for the Latins of America, freeing them from a smothering 


16 Jbid., LXXXI (May 17, 1924), 22. 

17 Bulletin of the Pan American Union, LIX (1925), 503; Japan Times 
and Mail, December 30, 1924; Genaro Arbaiza, “Acute Japanese Problem 
in South America,” Current History, XXI (Feb., 1925), 735-740. 

18 International Labour Office, Emigration and Immigration: Legislation 
and Treaties (Geneva, 1922), p. 180 et passim. 
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pressure and enabling them to order their own lives. Francisco 
Garcia Calderén, writing in 1911, observed that publicists of 
Latin America expressed a ‘certain amount of confidence in the 
sympathies of Japan,” perhaps even counting upon “an alliance 
with the Empire of the Rising Sun.”!® Shortly after the Panama 
episode of 1903, Colombians are said to have discussed the 
advantage of Japanese friendship and influence.*° Victoriano 
Huerta of Mexico may have desired a Nipponese alliance, and 
Venustiano Carranza seems actually to have entered into nego- 
tiations with this aim in view.*!. A Japanese business delegation, 
returning in 1922 from a tour of South America, called attention 
to anti-American sentiment “among politicians and other en- 
lightened elements” who had come to realize that the policy of 
the United States was “more dangerous” than the policies of 
Japan or the European nations.** 


It is likely, however, that Garcia Calder6én stated the view of 
most Latin Americans when he described Japan as one of the 
perils confronted by the weak nationalities of this region and 
predicted that if Japan should defeat the United States in war 
“the Japanese would invade Western America and convert the 
Pacific into a vast closed sea .. . peopled by Japanese colonies.” 
“The Japanese hegemony,” added this Peruvian author, “would 
not be a mere change of tutelage for the nations of America. In 
spite of essential differences, the Latins overseas have certain 
common ties with the people of the States: a long-established 
religion, Christianity, and a coherent, European, occidental civi- 
lization. Perhaps there is some obscure fraternity between the 
Japanese and the American Indians,** between the yellow men 
of Nippon and the copper-colored Quechuas, a disciplined and 


19 Ugarte, El Porvenir de la América Espanola (Madrid, 1920), Ch. VIII; 
Garcia Calderén, Latin America: Its Rise and Progress (London, 1911), 
p. 329. 

20 Aubert, in La Revue de Paris, VI, 204. 

-1 Burton J. Hendrick, The Life and Letters of Walter Hines Page (3 
vols, New York, 1925), III, Ch. XII. 

22 Japan Times and Mail, Dec. 23, 1922. 

23 This is a point dwelt upon by certain writers in both Hispanic America 
and Japan. See Normano and Gerbi, pp. 61-66, and Literary Digest, 
XLVIII (Feb. 7, 1914), 252. 
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sober people. But the ruling race, the dominant type of Spanish 
origin, which imposes the civilization of the white man upon 
America, is hostile to the entire invading East. .. . Powerful 
and traditional, the Japanese civilization would weigh too 
heavily upon the Latin democracies, mixed as they are... . In 
the conflict between half-breed America and stoic Japan the 
former would lose both its autonomy and its traditions.” 74 


In the United States the expanding interests of Japan in Latin 
America were viewed with uneasiness and a measure of hos- 
tility. If the United States could have been certain that the 
Japanese immigrants who entered these countries would soon 
sever their connections with the government at Tokyo, perhaps 
no serious objection would have been raised or could have been 
justified. Any colonization that involved the slightest suspicion 
of being official in character, however, was bound to be resented 
as a threat to the Monroe Doctrine. In 1912 the United States 
Senate, aroused by the rumor that a Japanese corporation with 
official backing was on the point of acquiring lands and a naval 
base at Magdalena Bay, Lower California, resolved by an over- 
whelming vote against Japanese acquisition of coaling stations 
or harbors in the Western Hemisphere.*’ It is probable that this 
resolution met the approval of the majority of the American 
people, for Nipponophobia was rather widespread and never 
entirely disappeared even during the somewhat calmer years 
that followed the adoption of exclusion as an established policy.?° 


Until the late 1930’s at least, the United States was most 
apprehensive regarding the relations between Japan and Mexico. 
The exact nature of these is still uncertain, but many rumors, 
fantastic or more or less plausible, were circulated in the press 
and a few facts came to light. There was a rumor to the effect 
that in 1910 or early 1911 Porfirio Diaz had entered into an 


24 Op. cit., pp. 330-331. Aubert, in his Américains et Japonais, pp. 272- 
273, quotes similar sentiments from Agustin Edwards, a prominent and 
influential Chilean. 

*5 On the Magdalena Bay Incident, consult the Congressional Record, 
62 Cong, 2 sess., XLVII, 5959-5966 et passim. 

26 It was fanned by the Hearst press and frequent spy stories. 
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agreement granting Japan a naval base.** As late as February, 
1916, George C. Crothers, special agent of the State Department 
in Mexico, still gave it a measure of credence, remarking that 
he would not be surprised to ‘hear that the Japs” had ‘landed and 
cached large quantities of arms and ammunition along the coast 
of Mexico for the purpose of supplying the revolutionists with 
the understanding that their former agreement would be up- 
held.” 28 There were likewise suspicious reports regarding the 
relations of Francisco Villa and Victoriano Huerta with the 
Japanese. Although Huerta’s first emissary, Félix Diaz, was 
officially rebuffed,?® Francisco de la Barra, a special agent of the 
Huerta government, was given an ovation by the people of Tokyo 
late in 1913 and cordially received by the Japanese court and 
cabinet,*° and early the following year “the bright secretary from 
the Japanese Foreign Office” arrived in Mexico City, in order, as 
the wife of the American chargé believed, “to look into the con- 
ditions and, doubtless, the possibilities of the Japanese situation 
in Mexico.” Several officials of the Nippon government were 
soon busy with elaborate festivities. ‘The Japanese officers are 
being tremendously féted,” wrote Mrs. O’Shaughnessy, ‘fed 
by each and every department of the government, till I should 
think their abstemious ‘little marys’ would rebel.” On April 20, 
1914, the Japanese minister seemed to be much absorbed in a 
plan for the arrangement of the Mexican problem. Certain 
diplomats who spoke of the matter informally at Mrs. O’Shaugh- 
nessy’s tea supposed that Japan would take the side of Mexico. 
The next day a mob gathered near the American Legation. 
“Something about vivan los Japoneses could be heard from the 
window.” =! In the following December the commander of a 
Japanese vessel in Mexican waters came to Mexico City to sound 
out Villa with the view of possible cooperation against the 


27 Sidney L. Gulick, Anti-Japanese War-scare Stories (New York, 1917), 
p. 80. 

28 Senate Documents, 66 Cong., 2 sess., No. 285, Serial No. 7665, pp. 1777- 
1779. This is the Albert Fall Committee report on Mexico (1919). 

29 New York Times, Aug. 13 and 14, 1913. 

80 Literary Digest XLVIII (Feb. 14 1914) 311-312. 

31 Edith O’Shaughnessy, A Diplomat’s Wife in Mexico (New York, 
1916), pp. 159, 168, 282-283, 289. 
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United States, it was said. According to Villa’s account of the 
interview, the Japanese officer declared that Japan had been 
preparing for war with the United States for three years and 
that preparations would be completed in two more. Friendly 
with the United States at this time, Villa did not hesitate to 
make this fact known to the Nipponese officer, who “seemed 
deeply disappointed.” 

This atmosphere of suspicion and distrust had not disappeared 
early in 1917 when the notorious Alfred Zimmerman proposal 
was disclosed by the United States press. Carranza seems to 
have responded readily to this suggestion of a sort of triple 
alliance between Germany, Japan, and Mexico proffered by the 
German foreign minister in case the United States entered the 
war against Germany. Late in February the Mexican chief 
executive had a conference with the Japanese minister which 
“lasted an hour and a half.” The revelation of the Zimmerman 
note caused Carranza to advise delay. “The alliance,” he de- 
clared, “has been stultified by its ‘premature publication’ but 
would become necessary at a later period.” In the following 
July negotiations were apparently resumed, for on the 20th of 
that month the Mexican minister of foreign affairs wrote the 
Mexican diplomat in Madrid: “Aguilar [recently connected with 
the Mexican Foreign Office] will advise you how the treaty with 
Mexico is coming along and I remain convinced of the great 
advantage it will bring us for our national integrity.” ** The 
Japanese government publicly repudiated the Zimmerman proj- 
ect,*4 just as the Tokyo authorities, in deference to the United 
States, had reduced emigration to Mexico ** and just as they had 
asked Huerta to postpone the Félix Diaz mission in the summer 
of 1913. The negotiations regarding the alliance were probably 
dropped at the end of the war, but they had damaged the rela- 


52 George C. Crothers, in Senate Documents, 66 Cong. 2 sess., No. 285 
(Fall Committee Report), pp. 1777-1779. 

33 Ibid., p. 83364; Hendrick, III, 351. 

84 Gulick, p. 65; New York Times, March 1 and 3, 1917 But H. M. 
Vinacke, in his History of the Far East in Modern Times (New York, 
1928), pp. 384-385, maintains that there was strong sentiment in Japan a 
few weeks earlier for a German alliance. 

35 R. L. Buell, Japanese Immigration (Boston, 1924), p. 343. 
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tions of the United States with both Japan and Mexico. Such 
an alliance would certainly have been viewed with deep uneasi- 
ness and strong disapprobation by the United States. 


On the part of Japan, any exclusive tendencies displayed by 
the Latin American nations toward Japanese immigrants, par- 
ticularly after 1900, were sure to be attributed in large measure 
to the United States. A few quotations will be sufficient to 
illustrate this phase of the subject. A Japanese geographer 
wrote in 1910: “There can be no doubt that the opening of the 
Panama Canal will bring about... fresh facilities for communi- 
cation between Japan and the states of South America. But any 
sudden progress can hardly be expected either in our commercial 
or political intercourse with these states . .. because the United 
States, adhering to the Monroe Doctrine, is sure to intervene 
in any international affairs that may occur in any part of the 
American continent. . . . In the present condition of interna- 
tional politics the states in South America cannot enter suddenly 
into any close intercourse with Japan against the will of the 
United States. The first thing we have to do is therefore to 
endeavor to restore our bond of friendship with the United 
States to its former state.” °° The Jiji-Shimpo, commenting on 
the refusal of the Japanese government to receive Félix Diaz, 
declared that the Monroe Doctrine was crushing Premier Yama- 
moto and was being utilized to shut out the Japanese not merely 
from California but also from Mexico and South America, and 
that Washington was determined to exclude the Japanese from 
the entire Western Hemisphere, whatever the cost.*7 Rikitaro 
Fujisawa asserted a few years later that at the moment when 
Japanese immigrants were on the point of prospering in Mexico, 
“America, putting in her oar, secretly gave Mexico a warning 
to the effect that it would bring danger to Mexico, and obliged 
the latter to expel the immigrants from the country.” *% In 
similar fashion lichiro Tokutomi, prominent literary critic and 
member of the Japanese House of Peers, remarked that the 


36 As quoted in The Oriental Economic Review, I, 110. 

37 As quoted in Current Opinion, LV, 316. 

38 The Recent Aims and Political Development of Japan (New Haven, 
1923), p. 163. 
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people of the United States seemed to be inclined to apply ex- 
clusion not only to Mexico but to ‘‘all South America,” setting 
up a sign board with this inscription: ‘The Japanese Shall Not 
Enter.’” “This means,” declared Tokutomi, “that if Japan 
should send her emigrants to South America on a large scale, 
the United States would have to see that they are expelled even 
if she had to resort to force of arms.” 8° The idle rumor that 
the subject of Japanese exclusion was to be taken up in a Pan 
American conference brought forth this lament from the Osaka 
Mainishi: “The proposed plan is intended to extend the [Monroe] 
doctrine into the field of immigration, which means that the 
United States wants to have other American countries follow her 
immigration policy.” #° Finally, the Japanese accused the United 
States of taking a hand in the Japanese exclusion movement in 
some of the Latin American nations in the 1930’s.*! 

The truth is that the influence of the United States in Latin 
America, whatever its policy toward Japanese activities in the 
region may have been, was only one factor in determining Latin 
America’s attitude toward the Nipponese. More important, 
perhaps, was the natural reaction of the leaders of that region 
to the patent Japanese aggressiveness and efficiency and the 
difficulty of assimilating such immigrants.42 Nor were Latin- 
American attitudes, which ranged with time and locality from 
mild cordiality to intense hostility, the only factor accounting 
for the success or failure of Japanese efforts in the region. 
Climatic and sanitary conditions and political and administra- 
tive disorders, not to mention low living standards and inter- 
national competition, were equally important. 

Japan’s trade with Latin America—exports of textiles, muni- 
tions, porcelains, electric bulbs and appliances, drugs, cosmetics, 
and toys and imports of raw cotton and wool, hides and skins, 
nitrate, copper, tin, mercury, petroleum, meat, sugar, tobacco, 
and coffee—never bulked very large, but its rapid expansion in 
the 1930’s alarmed competitors. Amounting to some $3.3 million 


39 Japanese-American Relations (New York, 1922), pp. 105-106. 

40 Issue of December 25, 1924. 

41 Normano and Gerbi, pp. 22, 120. The British were also blamed. 
42 Ibid., pp. 52-53, 83. 
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in 1913, it rose to around $74 million in 1937, dropped to less 
than $61 million in 1938, and climbed to well over $87 million in 
1940. Even this last total was only 2.7 per cent of Latin 
America’s aggregate exports and only 3 per cent of its aggregate 
imports for the year, although Japan’s share of the foreign 
trade of several of the countries—Honduras, Costa Rica, Pan- 
ama, the Dominican Republic, Bolivia, Paraguay—was a good 
deal larger.** 


Until the 1930’s at least, Japanese commercial inroads at- 
tracted less attention than Japanese immigration. Statistics on 
immigration, as already stated, are defective and quite unsatis- 
factory. It is likely, however, that well over two hundred thou- 
sand Japanese left their homeland for Latin America between 
1870 and 1940; and although some failed to reach their original 
destination or to remain after arrival, the total of Japanese 
residents in the region in the early 1930’s was probably between 
two hundred and eighty thousand and three hundred thousand, 
the larger figures being accounted for in part by the well-known 
high birth rate of the Nipponese. 


By the early 1940’s at least a few Japanese had established 
their homes in practically every Latin-American country. Emi- 
grants and promoters gave special attention, however, to Peru, 
Mexico, and Brazil, and these three received the major contin- 
gents of Nipponese until Mexico yielded third place to Argentina 
in the 1930’s. Table 1, based upon a Japanese source which 
probably underestimated the numbers involved, should at least 
give a reasonably accurate impression of the distribution among 
the leading recipients. Figures are lacking for Ecuador, Central 
America, and the island republics, but it is not likely that the 
Japanese numbered over a hundred in any of these except 
Panama and possibly Cuba. 


43 Data compiled from statistics given by George Wythe, An Outline of 
Latin American Economic Development (New York, 1946), pp. 249-254. 
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TABLE 1 


Japanese Residing in Latin America * 


Country October 1, 1933 October 1, 1938 
Brazil 157,476 170,165 
Peru 21,281 21,503 
Argentina 5,335 6,659 
Mexico 5,297 2,545 
Bolivia 627 875 
Chile gad 635 695 
Colombia ; St 144 289 
Paraguay ¥ 5 520 
50 iS ciceais scincenannics 37 89 
Venezuela 7 (in 1937) 25 
Total... MRE Dane 190,843 203,365 


* Compiled from Japan Year Book (Tokyo), issues for 1933 and follow- 
ing (index under “population”). See also Normano and Gerbi, pp. 11-12. 
The figure given for Brazil for 1987 was 197,733! Writing in 1942, Nor- 
mano and Gerbi estimated the Japanese population of Brazil at 230,000 and 
that of Peru at 25,000. The Chilean census of 1940 listed 948 Japanese; 
the Mexican census of the same year returned 2,181, including 631 who had 
become naturalized. John Gunther, in his Inside Latin America (New 
York, 1941), p. 157, says there were 420 in Panama. Carleton Beals, in 
his The Coming Struggle for South America (Philadelphia, 1938), p. 18, 
declares there were 350,000 Japanese in Latin America at that time. 
T. Lynn Smith, Brazil: People and Institutions (Baton Rouge, 1947), p. 
164, says there were “some 350,000” Japanese in Brazil in the 1940’s. Per- 
haps a more accurate count will be available with the publication of the 
general Latin-American census in contemplation for the year 1950. 


The majority of the economically active Japanese in Latin 
America were engaged in commerce and agriculture, but not a 
few were in other occupations, especially manufacturing, fishing, 
and domestic service.‘4 In most countries the men far outnum- 
bered the women, and there was little intermarriage between 
immigrants and natives.* 

The investment of the Japanese in Latin America can only be 
conjectured. Estimates are scanty and unreliable.*® Perhaps it 


44 Normano and Gerbi. pp. 12, 48; Mexico, Direccién general de estad- 
istica, Quinto censo de poblacién, 1930 (Mexico City, 1934), p. 91 

45 Normano and Gerbi, pp. 11-12, 52-53, 83. 

46 Cleona Lewis, Debtor and Creditor Countries: 1938, 1944 (Washing- 
otn, D. C., 1946), p. 938, presents estimates for only Bolivia and Chile, 
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amounted to $50 million in the early 1940’s, some $40 million in 
Brazil, $4 million in Peru, and the rest mainly in Argentina, 
Chile, Bolivia, Colombia, Mexico, and Panama. The reputation 
of the Nipponese for industry, efficiency, and shrewdness was 
generally high.*? 

“Blacklists” published by the United States Government dur- 
ing World War II reveal useful information regarding Japanese 
economic enterprises. Table 2, compiled from The Proclaimed 
List of Certain Blocked Nationals: Revision VIII, September 
13, 1944, the fullest for the period, includes individuals as well 
as firms which could be identified as Japanese since such indi- 
viduals must have had economic significance. The number of 
firms was probably larger than the tabulation indicates. 


TABLE 2 
“Blacklist” of Japanese in Latin America, World War II 
Number Number 
Individ- Individ- 

Country Firms uals Country Firms uals 
Argentina 35 40 Costa Rica 3 4 
Bolivia __.___ eh 66 Cuba __.. 1 5 
BONURAR sf 8 77 E] Salvador 1 1 
I isa Dares cites 64 Guatemala 1 0 
Colombia __.........10 122 Honduras 0 0 
Ecuador _.._.._....... 0 12 Dominican Rep. 0 0 
Paraguay... _ 3 2 Haiti sa 0 0 
Pert... | ID Mexico _.. 52 234 
ney COU 7 Panama __. 0 0 
Venezuela.__...--sdd1 27 Nicaragua 0 0 
South America_._...333 1,027 Nor. Lat. Am... 66 + =249 


Among these firms were shipping and fishing organizations, 
manufacturing plants, agricultural and colonization enterprises, 


$500,000 for the first and $600,000 for the second. Normano and Gerbi 
venture no precise figures. A State Department manuscript prepared, ap- 
parently in 1943, by the Office of Strategic Services presents some estimates 
for the countries where the investment was small, but offers none for 
Mexico, Peru, Brazil, and Argentina. 

47 Normano and Gerbi, pp. 50-52 et passim. These traits are widely 
attributed to the Japanese in the United States. 
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electric plants, newspapers, restaurants, barber shops, garages, 
and mechanical and plumbing establishments; but the vast 
majority were drug stores and retail stores, many of the latter 
called “bazaars.” There were only two banks, one in Argentina 
and one in Brazil, both subsidiaries of the Yokohama Specie 
3ank. These and the five or six fishing and shipping companies, 
two or three electric plants, a few manufacturing establishments, 
and the some fifteen land and colonization companies—around 
thirty-five in all—represented the big investments. Most of 
the rest of the some four hundred firms were probably small, 
perhaps involving a capital of from five thousand to twenty-five 
thousand dollars each.*§ 

Such, in summary, is the story of Japanese interests and 
activities in Latin America. The Japanese contributed both to 
the region’s development and to its anxieties.*® Their ultimate 
fate time alone can reveal. Detached from their homeland and 
its former aggressive ambitions and given a fair chance, they 
are likely to become honorable and useful citizens of their 
adopted countries. 


48 Normano and Gerbi, pp. 91-94. 

49 Tt does not seem necessary to dwell upon the apprehension aroused 
by the Nipponese in Latin America during the decade following 1935. The 
subject may be followed in the New York Times Index or in the Christian 
Science Monitor. See also John Gunther, Inside Latin America, pp. 157, 
187, 208, 216-217, 386, and Carleton Beals, The Coming Struggle for South 
America, pp. 13-44. The anxieties in Peru and Brazil are discussed briefly 
by Normano and Gerbi, pp. 47-55, 113-126. 

The main contribution of the Japanese was their capital and their skill 
in agriculture and manufacturing. They were especially influential in the 
growing of cotton, rice, and vegetables. In Brazil they were concentrated 
mainly in the state of Sao Paulo, with a few in the area near the Amazon; 
in Peru they were operating in the irrigated valleys along the coast, par- 
ticularly in those near Lima and Callao; they were scattered widely in 
Mexico, but there was some concentration in Lower California and other 
states of the north. 





“Ie WSrazilian Economy’ 
By Vergil Sw” 


We have long needed an analytical treatment of the Brazilian 
economy. There are monographs on the geography of this big 
country; historical works exist, some of them of good quality; 
and the several volumes on Latin American economics and re- 
sources provide the reader with a considerable amount of de- 
scriptive material on Brazil. But we have lacked a compre- 
hensive study of the economy as a whole, viewed as a functioning 
organism that faces up, in some fashion, to the adjustments re- 
quired to meet the stresses and strains from within and from 
abroad. 

As I see it, Mr. Spiegel has essayed the latter task. He and 
his publishers would have little to sell, apart from up-to-date- 
ness, if the treatment had been along older lines. Judging from 
the jacket, at any rate, the publishers seem to feel that the 
author has not only dealt with Brazil in a successful manner, 
but that much else has been accomplished as well. Thus, we 
are told that “this is the book of the day on Latin American 
economies.” 

Actually, most of the volume deals with subjects already well 
covered in the literature—again, apart from the inclusion of 
recent data. Some three-fourths of the volume covers the fields 
of population and labor, foreign trade and investment, agricul- 
ture, and industrial development. These fields are treated 
briefly, and on the whole are well done; but they add little that 
is new. 


1The Brazilian Economy: Chronic Inflation and Sporadic Industrializa- 
tion. By Henry William Spiegel. Philadelphia: Blakiston, 1949. Pp. xv, 
246. $4.50. 

* Dr. Salera is associate professor of economics at Iowa State College. 
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The one-fourth of the volume that really attempts to cover 
new ground is full of misleading material. The main topics 
dealt with are Brazilian national income, the alleged extremely 
high ratio of investment to national income, and “perpetual” 
inflation. 


In the hands of those who are familiar with recent analytical 
tools and who know the main facts of economic life in Latin 
America and Brazil, much of Spiegel’s material in this part of 
the book will prove useful. But what about the others? This 
reviewer suspects that they will come away from a reading of 
the volume with impressions that are far more imperfect than 
they thought they were getting. 


Before I deal with specific criticisms, I should like to mention 
briefly some of the main national income findings. As is to be 
expected, Brazilian national income data still leave very much 
to be desired. For 1944, the results indicate a national income 
of about $2.5 billion, or some $63 per capita—about a twentieth 
of the level of per capita income in the United States for the 


same period. Around three-fourths of the income went to 
persons in agriculture. There is also a marked skewness in the 
distribution, with a heavy concentration at top income levels. 
Even tax policy increases income inequality, for taxes collected 
from the poor exceed disbursements made by the government in 
their behalf. 


Mr. Spiegel gives the reader the impression that investment 
proceeds at an extremely high rate in present-day Brazil. He 
argues, on the basis of quantitatively sufficient but qualitatively 
questionable statistics, that investment in 1944 amounted to 
“from 24 to 29 per cent of income payments” (or to a lesser 
percentage of national income). I have grappled with his data 
and find that the percentage is probably only a little more than 
half of his figure. His figure is 14 billion cruzeiros. This he 
gets by mistakingly adding a 3 billion export surplus (which is 
a form of inflationary saving and not investment in this case— 
that is, it consists of wartime idle foreign balances offset by 
equivalent local-currency payments to Brazilians, so that the 
effects are deflationary abroad and inflationary at home) to 
some unexplained estimate of 11 billion of domestic investment. 
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But in trying to explain the data, he makes something of a case 
for only 8 billion of domestic investment. Thus, the ratio of 
investment to national income in Brazil is probably no greater 
than in the United States. Given the size and distribution of 
Brazil’s income, such a ratio of investment to income would still 
be quite significant. Even then, the analyst should properly 
evaluate all the evidence before making special claims as to 
uniqueness, etc. For instance, the analyst should make allow- 
ance for special wartime influences—and in Brazil they were 
numerous and very important. To cite one case: how was the 
size of domestic investment affected by the high profitability of 
foreign sales and the inflationary effects of the large current 
account surplus? 


But it is the topic of “perpetual” inflation—which has even 
crept into the title of the book—that is bound to intrigue many 
professional readers, and likely to mislead others. (The re- 
viewer recently heard a University of Chicago economist use 
Spiegel’s work on inflation in Brazil as a partial support for a 
prediction of an inflationary trend in the United States.) Mr. 
Spiegel first mentioned the idea of “‘perpetual’” Brazilian infla- 
tion in a paper in 1948 in the Review of Economics and Statis- 
tics. During the century beginning in 1840, the monetary cir- 
culation increased 131 times, the value of exports increased 119 
times, wholesale prices 13 times, and the price of sterling 10 
times. (Spiegel’s figures run to 1945, but it is sufficient to deal 
with an even century of experience.) There is no time series 
with respect to production. All this is supposed to add up to 
“perpetual” inflation. It is claimed to be perpetual, ‘not 
cyclical.” Yet the author admits that the annual data are scanty 
and unreliable and that there are no usable quarterly or monthly 
figures. Recurring budget deficits, regular export surpluses, 
and currency depreciation are the main ideas introduced to 
“explain” the phenomenon. The author relies chiefly on cur- 
rency depreciation. I find the argument most confusing. Let 
me illustrate from one page, 50. 


“The experience of the past five years” (read: mainly wartime 
—and see below) shows that export surpluses are produced 
“with little regard to the requirements of the balance of pay- 





or, ua 
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ments.” (The same is stated on p. 16.) Also, the lack of 
domestic mass purchasing power in Brazil stimulates exports, 
whether “needed for foreign payments or not.” (Perhaps some 
assiduous theorist will seize upon such statements to tell us the 
why and how of a “chronic shortage of cruzeiros,” to match in, 
part the idea of a similarly “chronic” shortage of dollars.)* In my 
book, however, such statements about exports—granting, for 
the sake of argument, that they fit the Brazilian facts—spell 
currency appreciation. But appreciation is hardly compatible 
with the perpetual inflation idea. 

To continue: regular large export surpluses could produce 
“perpetual inflation without affecting the stability of the ex- 
change.” How can this strange result come about? We are not 
told, except that the next sentence says that “in the absence of 
appropriate public policies,” the cruzeiro might appreciate. But 
the author is not sure appreciation is consistent with large 
export surpluses. Next, we have something about irrelevant 
absolute cost differences. Then we are told export opportunities 
may be limited after the war, in which case there will be pressure 
to depreciate. 

Besides an argument that is internally confusing, the author 
irritatingly talks about the special wartime facts as if they were 
typical. His passing references to the war by no means con- 
stitute appropriate allowance for the special characteristics of 
the period. 

Among the seriously ambiguous or erroneous statements in 
the book, especially the first 64 pages, many could have been 
culled by an alert and informed reader of the manuscript. We 
are told that the United States still subsidizes coffee imports 
(177) ; that the International Monetary Fund will require a 
stable value for the cruzeiro (177, 183, 237)—but there is no 
mention of the fact (1) that Brazil has not even communicated 
a par value to the Fund, and (2) that the Fund publicly an- 
nounced its willingness, a year before publication of this book 
(in the French franc case), to sanction very heavy depreciations 


2 Of course, there would not be a shortage of cruzeiros, as the jargon 
has it, because that is not the currency in terms of which the bulk of Bra- 
zilian foreign trade is transacted. 
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when objectively necessary; that exports in 1940 and 1944 were 
converted at the official exchange rate, when the cruzeiro equiv- 
alent actually was some 15 per cent higher (43); that Brazil 
“has” very large gold and exchange reserves, when in fact these 
have been largely spent (49) ; that inflation in Brazil has helped 
to perpetuate a mythical “single-crop’” economy (45); and so 
on. As seems fashionable these days, it is said that production 
for export either has been a mistake or it has been greatly 
overdone. There is no rigorous analysis of the alternatives 
that were open to Brazil. 

It is unfortunate that a book on the Brazilian economy does 
not deal systematically, even if only in a chapter or two, with 
the resource base. How does such a base condition the economic 
outlook for an area such as Amazonas? What is the resource 
aspect of developmental plans with respect to the Sao Francisco 
valley? Yes, what about the future of coffee production? The 
latter is developed briefly, but not in a context of resources. 
Had it been so treated, different conclusions might have been 
advanced; for the soils of Matto Grosso are relevant to the 
question, and observers seem agreed that there is a substantial 
coffee production potential in the eastern part of that vast area. 

I get the impression that the publisher could have converted 
this into a most useful book if an informed critic had gone over 
it with a fine-tooth comb. It is to be hoped that its imperfec- 
tions will be removed in an early revision. In the meantime, it 
should prove useful as a ready reference source for recent data 
with respect to the institutional phases of the economy. There 
are also a number of good footnote references to bibliographical 
material. 
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Cc Under an agreement entered into between the Peruvian Gov- 
e ernment and the Intergovernmental Committee on Refugees! 
Oo displaced persons were admitted from Europe into Peru in Feb- 
e ruary of 1947. This agreement was negotiated by two members: 
be of the Social Research Service of Michigan State College and a 
n representative of the British Government. 
ie On the one hand, the agreement provided for the immediate 
al immigration of individual technicians, specialized workmen, 
a. domestic servants and other persons. On the other hand, it 
d envisioned the gradual unfolding of a grand scheme for coloniz- 
r ing selected zones in Eastern Peru adapted to tropical agri- 
C- culture. 
it The first part of the agreement has resulted in the immigra- 
La tion of approximately 2,000 displaced persons during the inter- 
a vening two years. The second part has led to an increased 
a 


public interest in selected areas which appear to offer the 
greatest possibilities for agricultural colonization, notably the 
Middle Huallaga River Valley downstream from Tingo Maria 
(See Map) and a land grant made in 1891 to the English-owned 
Peruvian Corporation on the Perene River. The Huallaga area 
is unquestionably the most desirable of the two zones since it is 
under government sponsorship and offers the most advantageous 





* This paper was read before the Annual Meeting of the American Socio- 
logical Society, Chicago, Ill., December 30, 1948. 
1 Now the International Refugee Organization of the United Nations. 
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conditions for full-scale colonization. It is located in the middle 
valley of the Huallaga River at altitudes varying from 2,200 
feet at Tingo Maria to 1,000 feet at Juanjui. Its land extension 
is 150 miles more or less. 


The Middle Huallaga River Valley has assumed first place 
among the potential colonization zones of Peru for a number of 
reasons of which the most important are: (1) It is linked in part 
of its land extension by all-year auto and truck transportation 
with Lima, the capital city; and approximately half the year 
with the upper point for steam navigation on the Ucayali River, 
thus allowing access east and west. (2) A center of coloniza- 
tion is already in operation at Tingo Maria, including both an 
agricultural experiment station and an extension service. This 
center may serve as a base of operations for the push into the 
new lands.2 (3) The present government of Peru, as well as 
the previous one, has expressed great interest in this coloniza- 
tion area. 

The area of potential colonization is typical of the eastern 
regions of Peru paralleling the Andean Range consisting of 
scattered patches of cultivable land and river valleys loosely 
disposed in beltlike form. This narrow region is delineated on 
the west by the points at which the rivers become navigable for 
balsa raft and canoas and on the east by the upper steamer 
points for lower-river navigation. Thus the region is served 
almost solely by jungle trails, balsa rafts, and Indian canoas. 
This area is readily identifiable with the Rupa Rupa region as 
delineated by the Inca Empire and into which some attempts at 
penetration were made. Up until recent times, however, this 
entire region has successfully resisted the intrusion of modern 
means of transportation. Its successful bridging so as to link 
coastal and highland zones with the lower Amazon basin seems 
now to be presaged by the recent completion of the Huanuco- 
Tingo Maria-Pucallpa highway plus the development of a con- 
siderable network of airlines serving inland communities. 


2 For a more detailed analysis of various aspects of the area see T. 
Wilson Longmore and Charles P. Loomis, A Plan for Agricultural Coloni- 
zation in Peru: Middle Huallaga River Valley, Intergovernmental Com- 
mittee on Refugees, East Lansing, Mich., April 21, 1947 (mimeographed). 
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The future plan for colonizing the Huallaga Valley below 
Tingo Maria envisions the extension of an auto road from Tingo 
Maria down the river, eventually connecting with Yurimaguas, 
from which point there is regular steamship service to Iquitos. 
The region, according to altitude, is adapted to the growing of 
bananas, yuca, rice, corn, citrus fruits, cube, cocoa, coffee, tea, 
tobacco, cinchona and rubber. Opportunities for the raising of 
livestock and poultry also exist. This region has great resources 
of timber, hydro-electric power, and possibly petroleum. 


The Problem 


The problem, stated in a general way, is to assess the poten- 
tialities of the Huallaga Valley as a site for extensive agricul- 
tural colonization. It is the purpose of this paper to analyze 
some of the significant health aspects of the valley. Other 
aspects of the problem, such as housing, capital investment, 
settlement patterns, etc., are dealt with in other reports. It is 
recognized at the outset, however, that any scheme for colonizing 
must give careful consideration to the factor of health if it is 
to succeed. 

The problem may be stated in question form as follows: ““What 
health hazards may face new colonists in the event they attempt 
a penetration of the Middle Huallaga Region toward Juanjui?” 
In the second place: “‘How does the health status of a community 
in the process of being settled compare with an established 
community in a similar natural environment?” Or: “What are 
the differences in health status between a community with a high 
degree of social mobility (in both its horizontal and vertical 
aspects) and a community with a low degree of social mobility ?” 
Or again: “Does migration present peculiar health hazards?” 

Of a more general nature, the question may be asked: “How 
does the health status of a stable highland community compare 
with a stable jungle community?” And finally: “What effect 
does social stratification have on health status and the way in 
which medical need is met?” 


Method of Study 


The method employed in the analysis of health conditions of 
the Middle Huallaga Valley consists essentially in the application 
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of the community survey techniques as developed by rural 
sociologists in the United States. Two approaches were made: 
The first may be referred to as an adaptation of the “medical 
symptoms approach” as developed principally by Schuler. Using 
a carefully designed schedule that covers a selected number of 
medical symptoms, the field interviewer asks the family to report 
all members with positive symptoms on the day of visitation 
and simultaneously to inquire as to the method of treatment of 
each symptom.® The second approach consists in the application 
of statistical techniques of community surveys as developed by 
Smith in Colombia, Loomis in Peru, Leonard in Ecuador and 
Bolivia and Longmore in New Mexico. The community data 
gathered in this way provide the basis for interpreting and 
analyzing results of the medical symtoms schedule. 


The original symptoms schedule was designed by Schuler for 
use under conditions found in the United States and was revised 
later to fit Latin American conditions in consultation with medi- 
cal doctors of the Pan-American Sanitary Bureau and the United 
States Public Health Service. The Spanish schedule was pre- 
tested by Lewis in Cuba and by Longmore in Puerto Rico in 
1946. But it should be noted that the medical symptoms instru- 
ment has not been validated for accuracy of information obtained 
with it under South American conditions. For this reason it 
seemed desirable to supplement the symptoms schedule with 
material that might allow checks and thus provide some basis 
of confirmation as to its accuracy. Therefore, additional ques- 
tions were included in the survey schedule concerning the prev- 


3 Edgar A. Schuler, “Development of a Method of Measuring Unmet 
Needs for Medical Care,’ (unpublished manuscript). 

4T. Lynn Smith, Justo Diaz Rodriguez and Luis Roberta Garcia, Tabio: 
A Study in Rural Social Organization, United States Department of Agri- 
culture, Washington, Nov. 1945; Olen E. Leonard, Pichilingue: A Study of 
Rural Life in Coastal Ecuador, United States Department of Agriculture, 
Washington, March 1947; also Canton Chullpas: Estudio Economico Social 
en el Valle de Cochabamba, Ministerio de Agricultura Ganaderia y Coloni- 
zacion, La Paz, Bolivia, 1947; Charles P. Loomis, Studies of Rural Social 
Organization in United States, South America and Germany, Chapter 15; 
T. Wilson Longmore and Theo L. Vaughan, Taos County Cooperative 
Health Association, 1942-43, Little Rock, Ark., Nov. 1944. 
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alence of disease, the pattern of medical treatment, and the 
general awareness of need. 


The family schedule used in the community survey was based 
primarily upon the schedule used by Smith in Ecuador and 
Leonard in Bolivia. It was adapted to the Huallaga Valley 
Region in consultation with specialists of the Peruvian Census, 
the Agricultural Experiment Station of Tingo Maria, and the 
University of San Marcos.® 

A field party consisting of one party chief and four interview- 
ers, all native Peruvians, interviewed all families in the com- 
munities between March 6, 1947 and May 26, 1947.° In the 
three communities, 1,140 family schedules were secured covering 
5,853 individuals. 


Findings of the Study 


In Tingo Maria, the center of recent colonization, 36 per cent 
of the population reported one or more medical symptoms com- 
pared with 28 per cent in Juanjui. On the other hand, in Panao, 
the highland community, only 16 per cent of the population 
reported symptoms. 


Not only do relatively more individuals have medical symp- 
toms in Tingo Maria than in the other two communities but the 
number of medical symptoms per 1,000 population, which we 
will hereafter call the ‘symptom rate,” is more than 80 per cent 
higher in Tingo Maria than in Juanjui, and almost 170 per cent 
higher than in Panao. That is to say, Tingo Maria has a 
symptom rate of 609 per 1,000 population compared with 333 
in Juanjui and only 225 in Panao. 


Assuming that positive symptoms constitute a measure of 
need for medical attention, it is clear that Tingo Maria has a 
much greater burden of medical needs than either Panao or 
Juanjui. These data may be summarized as follows: 


5 The list of persons who contributed most to the final schedule form in- 
cludes: Dr. Luna Vegas, Dr. Alfredo Kraessel, Oscar Garibaldi, and Dr. 
Leoncio Palacios. 

6 Sr. Noe Alva O. of the Estacion Experimental Agricola de Tingo Maria 
supervised the entire field operations. 
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Percent of total Number of 
Total population population reporting symptoms per 
9 one or more symptoms 1,000 population 


Juanjui . .. 93664 28.1 333 
Panao 877 16.2 225 
Tingo Maria 3,122 36.0 609 


Climate and Medical Symptoms 

It is to be noted that the three communities are all within 10° 
of the Equator and are therefore subject to rain and cloud, be- 
cause the heated air is full of water vapor brought by winds 
crossing the warm, moist Amazon Plain. The entire area is 
subject to alternate seasons of wind and calm, and rain comes 
in the months from October to April, while the so-called “dry” 
season lasts for the rest of the year. Altitude, however, has the 
effect of lowering the temperature and alone accounts for the 
climatic differences that are peculiar to each community. The 
weather station at Tingo Maria (altitude 2,211 feet) reports rel- 
atively uniform temperatures throughout the year averaging 
from 64° to 88°F. compared with temperatures in Panao (alti- 
tude 7,500 feet) ranging from 50° to 72°F. in the summer and 
41° to 50°F. during the winter. Thus for every 500 feet of 
increase in altitude there is a corresponding decrease of about 
1°F. in temperature. 

In the absence of any weather record for Juanjui, about all 
we can say is that if the effect of altitude on temperature main- 
tains throughout the Valley, as suggested above, average tem- 
peratures at Juanjui (altitude 1,048 feet) may be from 2° to 3° 
higher than at Tingo Maria. Effects of the higher temperature 
are readily seen in the landscape as the tall hardwood trees of 
the Tingo Maria area give way to the palms and shorter hard- 
woods at Juanjui. Early morning fogs so characteristic in Tingo 
Maria are not so prevalent around Juanjui and humidity seems 
to be lower. 

But lands around Juanjui are lower than at Tingo Maria and 
less well drained so that the virulence of malarial infection 
among the people is enhanced. The general environment in and 
around Tingo Maria should be as salubrious as that around 
Juanjui, and most observers seem to feel that the “cabecera de 
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la Montana” of which Tingo Maria is typical provides more 
healthful conditions than the lower jungle. It appears there- 
fore that the greater medical needs of Tingo Maria cannot be 
explained by the climatic factor. If climate were the crucial 
factor, certainly Juanjui would have a higher symptom rate than 
Tingo Maria. The lower medical symptom rates in Panao may 
be explained to a large extent by its more healthful highland 
climate. 


Analysis of Individual Symptoms 


Taking up the symptoms one by one (Table 1), it is clear that 
each community displays a unique pattern of medical symptoms. 
For example, the five most prevalent symptoms in Tingo Maria 
are chills and fevers, toothache, headache, diarrhea, and defective 
vision, whereas in Juanjui the most important are pains in 
joints, chills and fevers, persistent cough, abdominal pains, and 
defective vision. Thus only two symptoms—chills and fevers and 
defective vision—were ranked among the most prevalent symp- 
toms in both communities. Yet the rates for both these common 
symptoms are more than twice as high in Tingo Maria as they 
are in Juanjui. 

Tingo Maria has the highest symptom rates in 17 of the 24 
symptoms reported upon, including diarrhea, chills and fevers, 
loss of weight, loss of appetite, unexplained tiredness, running 
of the ear, nosebleed, headaches, toothache, defective vision, 
skin rash, pains in chest, persistent cough, vomiting, abdominal 
pains, and hernia. Juanjui has the highest rates for the follow- 
ing symptoms: spitting blood, pains in back, pains in joints, 
running sores, and nervous disorders. 

In only three symptoms, and they are minor ones, the families 
of highland Panao report higher rates than the jungle communi- 
ties; namely, accidental injuries, difficult breathing, and swelling 
of the ankles. 
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TABLE 1 


Symptom Rates by Socio-Economic Status Class for the 
Communities of Juanjui, Panao, and Tingo Maria, Peru, 


1947 
High 
status 
Diarrhea 
Juanjui 35.85 
Paes .............. Bee 
Tingo Maria _.._-_- 48.96 
Chills and fevers 
Juanjui 30.19 
Panao air 9.71 
Tingo Maria - 67.32 
Accidents 
Juanjui 0.00 
Panao 8.24 
Tingo Maria 3.67 
Loss of weight 
Juanjui . 13.21 
Panao 3.24 
Tingo Maria 8.57 
Loss of appetite 
Juanjui 13.21 
Panao .00 
Tingo Maria - 32.44 
Unexplained tiredness 
Juanjui 9.43 
Panao .00 
Tingo Maria _. 7.34 
Running ear or ears 
Juanjui 9.43 
Panao .00 
Tingo Maria 4.28 
Nosebleed 
Juanjui 5.66 
Panao .00 
Tingo Maria 5.51 
Headaches 
suanjui 18.87 
ee 
Tingo Maria .. 37.94 
Toothache 
Juanjui 16.98 
Panao ee 
Tingo Maria _. 69.11 


Medium 
status 


16.03 
8.06 
41.73 


45.94 
8.06 
122.91 


4.27 
10.75 
12.41 
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19.23 
10.75 
99.39 


3.21 
34.95 
83.46 


Low 
status 


12.89 
25.51 
17.65 


64.43 
15.31 
135.29 


5.15 
20.41 
.00 


.00 
5.10 
.00 


.00 
5.10 
35.29 


5.15 
10.20 
5.88 


5.15 
5.10 
5.88 


2.58 
5.10 
11.76 


10.31 
30.61 
94.12 


10.31 
20.41 
94.12 


Total 


21.04 
13.68 
44.20 


45.31 
10.26 
94.49 


3.24 
10.26 
7.05 


3.78 
2.28 
7.37 


6.47 
2.28 
32.67 


4.31 
4.56 
7.05 


5.39 
2.28 
8.33 
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17.26 
14.82 
66.94 


8.63 
31.93 
76.87 
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11. 


12. 


13. 


14, 


15. 


16. 


17. 


18. 


20. 


21. 


Defective vision 
Juanjui 


Panao 


Tingo Maria 
Skin rash 
Juanjui 


Panao 


Tingo Maria 
Pains in chest 
Juanjui 


Panao 


Tingo Maria 
Persistent cough 
Juanjui 


Panao 


Tingo Maria 
Spitting blood 
Juanjui 


Panao 


Tingo Maria 
Difficult breathing 
Juanjui 


Panao 


Tingo Maria . 
Pains in back 
Juanjui 


Panao 


Tingo Maria __. 
Pains in joints 
Juanjui 


Panao 


Tingo Maria en 


. Running sores 


Juanjui 

Panao . 2 

Tingo Maria __. 
Swelling of ankles 

Juanjui = 

a 

Tingo Maria ___ 


Vomiting 


Juanjui 


Panao 


Tingo Maria 


High 
status 


35.85 
9.71 
55.69 


5.66 
.00 
30.60 
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28.30 
12.94 
26.93 


3.77 
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1.89 
3.24 
4.28 


22.64 
6.47 
12.24 


33.96 
6.47 
24.48 
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1.89 
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Medium 
status 
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30.93 
25.51 
76.47 
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High Medium Low 
status status status Total 
22. Abdominal pains 
Juanjui 33.96 28.85 25.77 29.67 
Panao 6.47 56.45 45.92 36.49 
Tingo Maria 25.09 55.39 58.82 39.72 
23. Hernia r 
Juanjui 7.55 1.07 .00 2.70 
Panao 6.47 .00 .00 2.28 
Tingo Maria 3.06 5.3 .00 3.84 
24. Nervous disorders 
Juanjui 26.42 10.68 12.89 15.64 
Panao 12.94 13.44 20.40 14.82 
Tingo Maria 11.63 9.86 .00 10.25 
TOTAL 
Juanjui 366.04 315.17 332.47 333.33 
Panao 142.39 241.94 321.43 224.63 


Tingo Maria 492.04 737.48 735.29 608.90 


NoTE: High status = 3,000 soles and over. 
Medium status = 1,000 to 2,999 soles. 
Low status = Under 1,000 soles. 


Incidence of Disease 

In addition to symptoms all families were asked to specify 
what diseases, in their estimation, were most prevalent in the 
community. Malaria was reported most commonly in Tingo 
Maria and Juanjui, thereby confirming their high symptom rates 
for chills and fevers (see Table 2). 

In sharp contrast to the warmer and more humid climate of 
Tingo Maria and Juanjui, only 3 per cent of the families in the 
highland community of Panao reported malaria, undoubtedly 
resulting from the inhibiting influence of climate and altitude 
on the vectors of the disease. Grippe (influenza) was the most 
prevalent disease reported in Panao (79 per cent of all fami- 
lies). Grippe should necessarily be associated with the colder 
and more variable climatic conditions prevailing in the highland 
Sierra of which Panao is representative. 

The other diseases reported most often in Panao were typhoid, 
pneumonia and bronchitis. The latter two diseases are asso- 
ciated understandably with the high incidence of grippe and 
influenza; but such general awareness of typhoid fever is due, 
no doubt, to its epidemic character. 
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TABLE 2 


Percent of All Families in Each Community Reporting Most 
Prevalent Diseases in Juanjui, Panao, and Tingo Maria, Peru, 
1947 

Juanjui Panao Tingo Maria 
Malaria 86.7 79.0 
Mal de ojos : 7.3 
Grippe . 
Rheumatism 
Intestinal troubles ! 
Pneumonia 
Anemia 
Bronchitis 
Whooping cough 
Typhoid fever 
Measles 
Small pox 
Tuberculosis 
Uta (probably leishmaniasis 
espundia) 
Yaws (probably framboesia) 1 
Venereal disease 
1 Includes parasites, colic, vomiting. 
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Whooping cough is recognized as an important disease in all 
three communities as reported by 14 per cent of the families 
in Juanjui, 10 per cent in Tingo Maria, and 8 per cent in Panao. 
The people’s awareness of the prevalence of measles seems to be 
greatest in Juanjui (10 per cent reporting it), while small pox 
is reported to be prevalent in Panao. 

Relatively more families reported the prevalence of tubercu- 
losis in Juanjui than in either Panao or Tingo Maria, but recog- 
nition of this disease is not general in any of the communities. 
The same comment might be made with reference to hookworm, 
which was reported by only one family. Both of these diseases 
undoubtedly require more widespread recognition of their inci- 
dence in the community if they are to be accorded proper 
treatment. 

Uta was reported by slightly over 1 per cent of the families 
in Tingo Maria. This disease is a form of cutaneous leishman- 
iasis which is frequently followed by horrible, spreading ulcers 
of the mucous membrances of the nose and pharynx and occurs 
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endemically in areas where the climate is hot and moist. How- 
ever, uta also occurs in certain mountain valleys of Peru. Un- 
fortunately little is definitely known about the transmission of 
the disease. 


Yaws (or framboesia) is reported as prevalent by 12 per cent 
of all families in Juanjui. It is caused by a spirochete morpho- 
logically indistinguishable from that of syphillis. To some ex- 
tent, at least, the two diseases produce immunity to each other, 
and the general nature of the infections to which they give rise 
is strikingly similar. The fact that both yaws and venereal 
disease are not reported together in Juanjui or Panao may be 
due to the reciprocal immunity conferred by these diseases on 
each other. 


Relating the results on symptoms with the diseases reported 
we find that approximately 1 in 7 of all positive symptoms re- 
ported in Tingo Maria and Juanjui were chills and fevers, thus 
diagnostically related to malarial infections (Table 3). Since 
temperatures below 60°F. inhibit the cycle of development in 
mosquitoes, Panao, where such temperatures are not uncommon, 
reported chills and fevers only 1 symptom in 20. Other symp- 
toms each making up at least 10 per cent of all symptoms in 
Tingo Maria were toothache, headaches, and defective vision; in 
Juanjui, only pains in the joints. Panao reported only 3 symp- 
toms with at least 10 per cent of the total volume of symptoms 
each; namely, abdominal pains, toothache, and pains in joints. 


The first conclusions drawn on the basis of the preceding 
discussion may be stated in tentative form as follows: (1) The 
highland region typified by Panao is relatively more free of 
medical need than the jungle, and the generally prevailing folk 
attitude that migration into the jungle presents the individual 
with greater health hazards seems to be justified. (2) People of 
a colonization community (Tingo Maria) tend to have greater 
medical need than families of a stabilized community (Juanjui) 
in the same general environment. (3) Health hazards as meas- 
ured by symptom rates are more favorable in the Juanjui area 
than in the present colonization area around Tingo Maria, yet 
the latter colonization effort has been highly successful. 
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TABLE 3 
Proportional Distribution of Medical Symptoms by Community 


Total Juanjui Panao Tingo Maria 
No. % No. % No. %o No. %o 
. Diarrhea —....- _189 7.0 39 —s «6.3 1 6.1 138 = 7.3 
.Chills and fever___ 388 14.3 84 13.6 4.6 295 
. Accidents ins 37 = 1.4 6 1.0 4.6 m= i2 
. Loss of weight__- 32 O12 Ss gaa 1.0 23 
Loss of appetite... 116 _ 4.3 12 1.9 1.0 5.4 
. Unexplained tiredness 34 1.3 8 1.38 2.0 12 
.Running ear ____-___ 38 1.4 10 1.6 1.0 1.4 
.Nosebleed __._._-_-_ 36 1.3 11 1.8 1.5 
Headaches __. __ 254 9.4 32 5.2 6.6 11.0 
. Toothache _ 284 10.5 16 2.6 14.2 12.6 
. Defective vision ___ 248 9.1 52 «8.4 4.6 9.8 
pean Ween... 2B As 18 2.9 0.5 5.2 
. Pains in chest__ 23 = (0.8 7 oe 0 0.8 
. Persistent cough __ 178 6.6 56 «9.1 5.1 5.9 
. Spitting blood ___- 11 0.4 5 08 0 0.3 
. Difficult breathing 19 0.7 4 0.6 2.0 0.6 
-Pains in back 142 5.2 538.6 8.1 3.8 
. Pains in joints____ 182 6.7 13.9 9.6 4.1 
.Running sores _-__ 27 1.0 17 2.8 1.0 0.4 
. Swelling ankles _._. 14 0.5 2 0.3 Ss 45 0.5 
PO a EE | ED 4 0.6 2 120 19 
. Abdominal pains __ 211 7.8 55 88.9 32 16.2 6.5 
.Hernia _ 19 0.7 5 08 2 i’ 2 OS 
.Nervous disorders. 74 2.7 29 «4.7 13 6.6 ae 617 


TOTAL ___--_--2,716 100.0 618 100.0 197 100.0 1,901 100.0 
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Further confirmation of these conclusions, however, must wait 
now on the analysis of the relation between social stratification 
and medical needs. Such analysis allows some control over the 
socio-economic factor and thus demonstrates just how influential 
socio-economic status is. 


Socio-economic Classes and Health Needs 


Using economic status (income) and social interaction (visit- 
ing behavior) as quantitative variables of measurement, the 
families were grouped into three socio-economic classes, as fol- 
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lows: “High Status,” “Medium Status,” “Low Status.”7 The 
meaning in sociological and economic terms can best be illus- 
trated by analyzing briefly how these status classes correlate 
with selected items in the standard of living. 

For example, the percentage of families reporting possession 
of radio, clock, eating forks, sewing machine, bedstead, ward- 
robe, and iron increased with socio-economic status (see Table 
4). The same direct relationship that exists between status and 
material possessions persists in respect to certain cultural prac- 
tices which may contribute directly to health such as the pro- 
portions of families who boil their water for drinking, or who 
wear shoes (see Table 5). Families reporting mosquito nets 
and toilet facilities constitute indirect evidence of certain crucial 
health practices; the proportion of families reporting these 
facilities is, as might be expected, correlated directly with as- 
cending status. 

Inverse relationships exist between socio-economic status and 
the proportion of families reporting over-crowding (2 or more 
persons per room), or who report that they habitually sleep on 
the ground, or walk barefoot. 

In the subsequent part of the report we will analyze, to what 
extent socio-economic status of families as defined correlates 
with the health experience of the same families using medical 
symptom rates as an index. 

High-status families in Tingo Maria have a rate of 492 symp- 
toms per 1,000 population compared with 737 for the medium- 
status families and 735 for the low-status families. Thus, high- 
status families in Tingo Maria enjoy a symptom rate approxi- 
mately one-third less than the other two classes of families. 

On the other hand, socio-economic status in Juanjui appears 
to have less influence upon medical need than in Tingo Maria; 
the overall symptom rates vary only from 315 to 365 per 1,000 
population. Furthermore, the variation is not entirely con- 
sistent for the lowest rate is associated with medium-status and 
the highest rate with high-status families. 


7 For a detailed description of the method used to delineate these classes 
see T. Wilson Longmore, “A Matrix Approach to the Analysis of Rank and 
Status in a Community,” Sociometry, August, 1948. 
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TABLE 4 


Percentage of Families in Each Socio-Economic Class Reporting 
Specified Material Possessions, by Community 
Tingo 
Juanjui Panao Maria 
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TABLE 5 
Percentage of Families in Each Socio-Economic Class Reporting 
Selected Cultural Practices by Community 
Tingo 
Total Juanjui Panao Maria 


s f f. 
%o % %o To 


40.5 
30.3 
34.9 


34, 


Boil drinking water 
High 
Medium 
Low 


All families 
Mosquito nets 
High 
Medium 
Low 


_ 


hp or 
me OO se 
ADS 
SSS 
© 00 09 


_ 
oO 


wom oO 


LY) 


OOH I 


Dood 
1 Oto 
er) 
Oe I 

ied ay 
Otome 


jw 
— 
LY) 
nw 
or 
eo 
or 


All families 
Toilet 
High 
Medium 
Low 


All families 


9 
oo 


i 


—_ 
> fF 


mwno 
mow 
i 
one 
own 


| 
| 


—_ 
a 
© 
_ 
—_ 
~] 
no 
oo 


Two or more persons 
per room 
High 
Medium 
Low 


~ 
or 
to 


HAD 
oOo 
WORD 
& co 

et £0 

OT 
woe 
DOR 


| 
| 


All families 
Sleep on ground 
High 
Medium 
Low 


All families 
Walk barefoot 
RE ein, 
Medium _.... 
Low 


All families _.... 
Wear shoes 
Medium ...... 
Low 


~] 
COC 
— 
> 
— 


or ou, 
mp BL SOD 
a ~1! OR, CH 
ib 


nw — 

ore 

© & 

bo bo 
oont w 
bo 

aIoh . 
1 O 
COnw ow 
oo a oN 


bo 


—_ 
—_ 
On 
CO 


~] co 
Nas 
wOnro 
CO SN tr 
eer § 
CoOnnN Ww 
ae 

| —e 6} 
PDE CO 
or bo 
> 
oF 


—_ 


o100 © we 
BNA SO 
now a 
hm OS a 
BOS N 
OMe 4 
Ooo i) 
SNOT 8 
DO oO 
& 00 © 

SAN 3 
m © 0 ~ 


a 
=~] 
a3 
co 
> 
ow 
oO 
© 
J 


All families 





88 INTER-AMERICAN ECONOMIC AFFAIRS 


Only in the community of Panao is the total symptom rate 
clearly correlated with socio-economic status. In fact, in Panao 
low-status families are burdened with two and one-fourth times 
the volume of symptoms as found in high-status families. 

Chills and fevers, pains in the back, and pains in the joints 
are inversely related to socio-economic status in each com- 
munity. Since these three symptoms comprise more than a 
fourth of all positive symptoms reported ranging from 12 per 
cent in Panao to 36 per cent in Juanjui) it seems clear that 
socio-economic status is an important contributing factor to 
the burden of medical need. However, it does not appear to 
account to any great extent for 10 of the symptoms in Juanjui, 7 
in Panao and 3 in Tingo Maria (see Table 6). Clearly there 
appears to be little uniformity between the three communities 
in the way that symptom rates are related to socio-economic 
status. For example, the symptom rates for “unexplained 
tiredness” bears an inverse relationship to status in Panao, a 
direct relationship in Tingo Maria, and is unrelated in Juanjui. 


TABLE 6 


Relation Between Socio-Economic Status and Symptom Rates 
By Community 


Inverse Direct Unrelated 


. Diarrhea Juanjui 
Tingo Maria 
. Chills and fevers_. Juanjui 
Panao 
Tingo Maria 
. Accidents Juanjui Tingo Maria 
Panao 
. Loss of weight__- Juanjui Panao 
Tingo Maria 
. Loss of appetite Panao Juanjui 
Tingo Maria 
. Unexplained 
tiredness ____-__ Panao Tingo Maria Juanjui 
. Running ear or 
Juanjui 
Tingo Maria 
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Inverse Direct Unrelated 
. Nosebleed Panao Juanjui 
Tingo Maria 
. Headaches ____--_-_ Panao Juanjui 
Tingo Maria 
. Toothache ___-_-- Tingo Maria Juanjui 
Panao 
. Defective vision __ Panao Juanjui 
Tingo Maria 
. Skin rash —---- Panao Juanjui 
Tingo Maria 
. Pains in chest____ Tingo Maria Juanjui 
Panao 
. Persistent cough - Juanjui 
Panao 
Tingo Maria 
. Spitting blood _-_ Tingo Maria Juanjui Panao 
. Difficult breathing. Panao Juanjui 
Tingo Maria 


. Pains in back___-__ Juanjui 


Panao 
Tingo Maria 
. Pains in joints_..§ Juanjui 
Panao 
Tingo Maria 
. Running sores __- Juanjui Panao 
Tingo Maria 
. Swelling of ankles_ Juanjui 
Panao 
Tingo Maria 
- Vomiting Juanjui Panao 
Tingo Maria 
. Abdominal pains_._ Panao Juanjui 
Tingo Maria 
. Hernia ee ee Juanjui 
Panao 
Tingo Maria 
24. Nervous disorders. Panao Juanjui 
Total, all symptoms__ Panao Juanjui 
Tingo Maria 
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Socio-economic status, therefore, appears to have an incon- 
sistent, albeit significant effect upon specific symptom rates. 
Furthermore, the detailed analysis serves to confirm what was 
already seen in the total over-all symptom rates; namely, that 
socio-economic status seems to be of lesser importance as a 
determinant of medical need in Juanjui and Tingo Maria than 
in Panao. The latter community, on the other hand, reveals 
more consistency between socio-economic status and medical 
symptom rates. The excess of medical symptoms in Tingo 
Maria over those of Juanjui and Panao are therefore not due 
entirely to the contributory effects of socio-economic status. 

The average age of the family head in Tingo Maria was 35 
years, or 5 years less than in Juanjui, and 9 years less than in 
Panao. Thus Tingo Maria with a larger proportion of adults 
in the prime of life, which might anticipate less medical need 
than in the other two communities, still reports the highest 
symptom rates. 

There is much evidence, however, to support a hypothesis 
that the population of Tingo Maria is less healthy than the pop- 
ulation of Juanjui because of its recency of settlement and con- 
sequent high social mobility. It seems of crucial importance 
that almost 100 per cent of the population of Tingo Maria has 
migrated into the community since 1938, the first year of coloni- 
zation. Panao undoubtedly has the most stable population 
since only 18 per cent of the heads of families have resided less 
than ten years in the community. The families of Juanjui re- 
ported only 34 per cent of the family heads as resident less than 
10 years. 

It is generally known that after a man has recovered from 
certain diseases he is thereafter immune to those diseases. It 
appears that the fundamental principles of immunity are the 
same for parasites as they are for bacteria and proteins. Most 
of the people who make up the population of Tingo Maria have 
migrated from the Highland and Central Regions of Peru. 
They have had to adapt themselves to a new and what to them 
must be an extremely hostile environment. 


8 Asa C. Chandler, Introduction to Parasitology, Seventh Edition, John 
Wiley & Sons, Inc., New York, 1944, p. 19-20. 
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At first the family must bear the main burden of coping with 
the new environment. As a consequence its adequacy as a func- 
tional unit in health protection must certainly be of paramount 
importance. 


TABLE 7 


Percentage of All Family Units Distributed According to 
Family Type, by Community 

Juanjui Panao Tingo Maria 
Normal family 61.3 55.4 57.4 
Broken family 27.7 31.0 15.6 
Incomplete family 3. 3.7 9.9 
Single person 7 8.0 16.8 
Other 0.é 1.9 0.3 


Total 100.0 100.0 100.0 


Table 7 shows that Tingo Maria has approximately the same 
proportion of normal families, that is families with mother, 
father and one or more children, as are found in Juanjui and 
Panao. But it also has about three times as many husband-wife 
families and twice as many single person units. On the other 
hand Tingo Maria has only about half as many “broken” fami- 
lies as are found in either of the other communities. All in all 
it would appear that Tingo Maria should be as well equipped, 
insofar as the family institution is concerned, to cope with 
health needs. 

It appears that symptoms of disease are not clearly a result 
of any one factor, such as climatic conditions, socio-economic 
status, family structure, or age composition. Thus it would 
seem that causes of differential morbidity evidenced by the 
symptom data are complex and are incapable of being explained 
by any single factor. 


Conclusions 


Certain practical conclusions may be drawn from the preced- 
ing analysis, answering in part the questions raised at the be- 
ginning of the article. 
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First, the question, “What health hazards may face new colo- 
nists in their penetration of the lower jungle region?” may be 
answered summarily by saying that they face about the same 
hazards as met the first colonists into the Tingo Maria area. 
The pattern of sickness is characterized by high incidence of 
parasitic diseases that are normal in the area. 

However, the colonization effort around Tingo Maria has 
flourished. This augurs well for an extension of this agricul- 
tural zone, at least in respect to health conditions. The study 
suggests rather clearly that a new colonization community may 
expect a greater volume of medical need than a long-established 
community. That this aspect of colonization has been recog- 
nized, at least in part, by the Peruvian Government in settling 
the Tingo Maria area is demonstrated by the fact that whereas 
Juanjui and Panao have no hospital facilities, Tingo Maria has 
a small but efficient hospital with three doctors. 

A tentative conclusion may be advanced: On the basis of the 
evidence presented in this paper social mobility seems to have a 
decidedly adverse effect upon the incidence of medical symptoms. 
On the other hand it is not clear whether in the process of re- 
settling, with its consequent increased social mobility, there 
does not arise an increased awareness on the part of the popu- 
lation of health needs and perhaps even a lowering of the “pain” 
threshhold so that individuals tend to report more and varied 
symptoms. Mayo and Fullerton in a study of a southern county 
suggest that the explanation for their finding that the probable 
under-representation of positive symptoms in the Negro popula- 
tion was due in part to the “pain endurance” attitude developed 
by the Negro.® 

The possibility that the number of medical symptoms reported 
by any community might be culturally determined must not be 
overlooked, and it must be readily acknowledged that as yet 
there is no test of validity under Peruvian conditions. 

On the basis of the general conclusions just presented a tenta- 
tive hypothesis may be advanced which goes beyond the purview 
of this study: Migration seems to create a certain amount of 


®Selz C. Mayo and Kie Sebastian Fullerton, Medical Care in Greene 
County, A. E. S., Bull. 364, North Carolina State College, Raleigh, Nov. 1948. 
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medical need which may arise out of the difficulties of individual 
and group adjustment to a new environment. In our own 
country it has been suggested that migrants from rural to urban 
areas are composed of the more physically fit. Freedman has 
studied the disabling illness among 85,000 urban persons who 
were classed as rural-urban migrants and compared their rates 
with those of the entire urban sample. He found a substantial 
excess of disabling illness among migrants over the total sample 
and he concluded that rural-urban migrants are healthier than 
the general urban population.” 1° 

This substantiating evidence plus the tentative findings of 
this study suggest that migration undoubtedly increases the 
burden of sickness in a migrating population. The authors 
know of no clear cut study in the United States which has 
tackled this problem and thus thrown light on one of our great 
agricultural problems—migratory labor. 


10 Jean Downes, “Social and Environmental Factors in Illness,” The Mil- 
bank Memorial Fund Quarterly, Vol. XXVI, No. 4, p. 367--8. 





